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MONDAY, MAY 23, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met at 10 a. m., Hon. Brent Spence, chairman, 
presiding. 

Present: Chairman Spence (presiding), and Messrs. Brown, Pat- 
man, Rains, Multer, O’Hara, Mrs. Griffiths, Vanik, Bell, Wolcott, 
Talle, Kilburn, McDonough, Betts, McVey, Hiestand, and Nicholson. 

The CHarrmMan. The committee will be in order. 

We are met this morning to take up H. R. 5827. 

(The bill is as follows :) 


[H. R. 5827, 84th Cong., 1st sess.] 


A BILL To extend and clarify laws relating to the provision and improvement of housing, 
the —— , and prevention of slums, and the conservation and development of urban 
communties 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress asscmbled, That this Act may be cited as the “Housing 
Amendments of 1955”. 


FEDERAL HOUSING ADMINISTRATION 


Sec. 2. Section 2 (a) of the National Housing Act, as amended, is hereby 
amended by striking “July 1, 1955” and inserting “July 1, 1960”. 

Sec. 3. Section 203 (i) of said Act, as amended, is hereby amended by striking 
“, the total amount of insurance outstanding at any one time under this proviso 
not to exceed $100,000,000”’. 

Sec. 4. Section 204 (f) of said Act, as amended, is hereby amended by adding 
the following paragraph at the end thereof : 

“Notwithstanding any other provisions of this section, the Commissioner is 
authorized, with respect to mortgages insured pursuant to commitments for in- 
surance issued on or after July 1, 1955, and, with the consent of the mortgagee 
or mortgagor, as the case may be, with respect to mortgages insured pursuant 
to commitments issued prior to such date, to effect the settlement of certificates 
of claim and refunds to mortgagors at any time after the sale or transfer of 
title to the property conveyed to the Commissioner under this section and with- 
out awaiting the final liquidation of such property for the purpose of determin- 
ing the net amount to be realized therefrom.” 

Sec. 5. Said Act, as amended, is hereby amended— 

(1) by striking clause 1 of section 207 (c) and inserting: 

“(1) not to exceed $12,500,000 with respect to any one mortgage instru- 
ment and such that the aggregate amount of any commitment or commit- 
ments issued and outstanding under this section at any time with respect to 
a project or projects in the same housing market area and involving the 
same mortgagor (or. mortgagors under substantially the same control, as 
determined by the Commissioner) shall not exceed $12,500,000, or, if the 
mortgage is executed by a mortgagor coming within the provisions of clause 
(b) (1) of this section, such dollar limit with respect to any one mortgage 
instrument and with respect to the aggregate amount of such commitments 
shall be $50,000,000 ;” ; 
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(2) by striking clause 1 of section 213 (b) and inserting: 

“(1) not to exceed $12,500,000 with respect to any one mortgage instru- 
ment and such that the aggregate amount of any commitment or commit- 
ments issued and outstanding under this section at any time with respect 
to a project or projects in the same housing market area and involving the 
same mortgagor (or mortgagors under substantially the same control, as 
determined by the Commissioner) shall not exceed $12,500,000, or, if the 
mortgage is executed by a mortgagor regulated or supervised under Federal 
or State laws or by political subdivisions of States or agencies thereof, as 
to rents, charges, and methods of operation, such dollar limit with respect 
to any one mortgage instrument and with respect to the aggregate amount 
of such commitments shall be $25,000,000 ; and” ; 

(8) by striking clause (i) of section 220 (d) (3) (B) and inserting: 

“(i) not to exceed $50,000,000 with respect to any one mortgage instru- 
ment and such that the aggregate amount of any commitment or commit- 
ments issued and outstanding under this section at any time with respect 
to a project or projects in the same housing market area and involving the 
same mortgagor (or mortgagors under substantially the same control, as 
determined by the Commissioner) shall not exceed $50,000,000; and”; and 

(4) by striking “5,000,000” in sections 213 (c), 221 (d) (38), and 803 
(b) (8) and inserting : “$12,500,000 with respect to any one mortgage instru- 
ment and such that the aggregate amount of any commitment or commit- 
ments issued and outstanding under this section at any time with respect 
to a project or projects in the same housing market area and involving the 
same mortgagor (or mortgagors under substantially the same control, as 
determined by the Commissioner) shall not exceed $12,500,000”. 

Sec. 6. Section 217 of said Act, as amended, is hereby amended by striking 
“July 1, 1954” and inserting “July 1, 1955”, and by striking ‘$3,500,000,000" and 
inserting “$4,000,000,000”’. 

Sec. 7. Clause (a) of the second sentence of section 227 of said Act, as amended, 
is hereby amended by striking “under section 221” and inserting “under section 
221 if the mortgage meets the requirements of paragraph (38) of subsection (d) 
thereof”. 

Sec. 8. Section 604 (f) of said Act, as amended, is hereby amended by adding 
the following paragraph at the end thereof : 

“Notwithstanding any other provisions of this section, the Commissioner is 
authorized, with the consent of the mortgagee or mortgagor as the case may be, 
te effect the settlement of certificates of claim and refunds at any time after the 
sale or transfer of title to the property conveyed to the Commissioner under this 
section and without awaiting the final liquidation of such property for the pur- 
pose of determining the net amount to be realized therefrom.” 

Sec. 9. Section 808 (a) of said Act, as amended, is hereby amended by striking 
“pursuant to-a commitment to insure issued on or before such date” and insert- 
ing “pursuant to a certification by the Secretary of Defense or his designee 
made on or before such date and a commitment to insure issued on or before 
June 30, 1956”. 

Sec. 10. The second sentence of section 104 of the Defense Housing and Com- 
munity Facilities and Services Act of 1951, as amended, is hereby amended 
by striking in clause (a) thereof “designate hereunder” and inserting “desig- 
nate hereunder or (iii) pursuant to a commitment to insure issued pursuant 
to the preceding clause (ii)”’. 


SLUM CLEARANCE AND URBAN RENEWAL 


Sec. 11. (a) Section 103 (b) of the Housing Act of 1949, as amended, is hereby 
amended by striking “$100,000,000, which limit shall be increased by further 
amounts of $100,000,000 on July 1 in each of the years 1950, 1951, 1952, and 
19538, respectively: Provided, That (subject to the total authorization of not to 
exceed $500,000,000)” and inserting “$500,000,000, which limit shall be increased 
by further amounts of $200,000,000 on July 1 in each of the years 1955 and 1956, 
respectively : Provided, That’. 

(b) Section 106 (e) of said Act, as amended, is hereby amended by striking 
*$35,000,000" and inserting “$70,000,000”. 

Sec. 12. The Territorial Enabling Act of 1950 (64 Stat. 344) is hereby 
amended— 

(1) by inserting “urban renewal,” after “urban redevelopment,” in the 
title; 
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(2) by inserting “, AND URBAN RENEWAL)” after. “REDEVELOP- 
MENT” in the heading of title I; 

(3) by inserting “and urban renewal projects” after the term “urban 
redevelopment projects” in each place where that term appears in title I; 

(4) by inserting “URBAN RENEWAL,” after “REDEVELOPMENT,” in 
the heading of title III; 

(5) by inserting “urban renewal,” after “urban redevelopment,” in sec- 
tions 301 and 308; 

(6) by inserting “or urban renewal” after “urban redevelopment” in 
section 304; 

(7) by inserting “as amended,” after “(Public Law 171, Eighty-first 
Congress ),” in sections 101, 301, and 304; 

(8) by inserting “ as amended,” after “Housing Act of 1949,” in the clause 
numbered “(1)” in section 304; and 

(9) by inserting “, as amended,” after “this Act” in sections 101, 301, 
and 304, 


LOW-RENT PUBLIC HOUSING 


Sec. 13. The United States Housing Act of 1937, as amended, is hereby 
amended by deleting section 10 (i) and inserting the following: 

“(i) Notwithstanding the provisions of any other law, the Authority may, 
with respect to low-rent housing initiated after March 1, 1949, enter into new 
contracts for loans and annual contributions after July 1, 1954, for not to exceed 
thirty-five thousand additional dwelling units, which amount shall be increased 
by thirty-five thousand additional dwelling units on July 1 of the years 1955 
and 1956, and may enter into such new contracts for preliminary loans in respect 
thereto as are consistent with the number of dwelling units for which contracts 
for annual contributions may be entered into hereunder: Provided, That the 
authority to enter into new contracts for loans and annual contributions with 
respect to each such thirty-five thousand additional dwelling units shall termi- 
nate two years after the first date on which such authority may be exercised 
under the foregoing provisions of this subsection: Provided further, That ro 
such new contract for annual contributions for additional units shall be entered 
into except with respect to low-rent housing for a locality respecting which 
(1) the Housing and Home Finance Administrator has made the determination 
and certification relating to a workable program as prescribed in section 101 (¢) 
of the Housing Act of 1949, as amended, or (2) there is being carried out a 
project covered by a Federal-aid contract executed, or prior approval granted, 
by the Housing and Home Finance Administrator under title I of the Housing 
Act of 1949, as amended, before the effective date of the Housing Act of 1954: 
Provided further, That no such new contract for annual contributions for addi- 
tional units shall be entered into unless the governing body of the locality has, 
by resolution, approved such additional units: And provided further, That no 
such new contract for annual contributions for additional units shall be entered 
into unless the number of such additional units does not exceed the number of 
families of low income, eligible for admission to such units, which the Housing 
and Home Finance Administrator estimates will be displaced within the metro- 
politan or housing market area of such locality as a result of Federal, State or 
local governmental action.” 


HOME LOAN BANK BOARD 


Sec. 14. The Federal Home Loan Bank Act, as amended, is hereby amended 
(1) by striking section 6 (c) and inserting: 

“(c) The original stock subscription for each institution eligible to become a 
member under section 4 shall be an amount equal to 1 per centum of the aggre- 
gate of the unpaid principal of the subscriber’s home mortgage loans, or such 
higher per centum not exceeding 2 per centum as the Board shall by regulation 
prescribe, but not less than $500: Providid, That nothing herein shall permit a 
member to reduce the amount of stock held by it to below 2 per centum of the 
aggregate of the unpaid principal of its home mortgage loans as of the effective 
date of the Housing Amendments of 1955, but no such member shall be required 
to subscribe for additional stock until such time as the amount of stock held by 
it does not equal that required by such regulation. The Board shall from time 
to time adjust the.amount of stock held by each member so that, as nearly as 
possible, such member shall at all times have invested in the stock of the Federal 
home loan bank at least an amount calculated in the manner provided in the 
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preceding sentence (but not less than $500). If the Board finds that the invest- 
ment of any member in stock is greater than that required under this section 
or under regulation of the Board, upon application of such member, the bank 
shall pay such member for each share of stock in excess of the amount so 
required an amount equal to the par value of such stock, or, at the election of 
the bank, the whole or any part of the payments which would be so made shall 
be credited upon any indebtedness of the member to the bank. In either such 
event, stock equal in par value to the amount of the payment or credit, or both, 
as the case may be, shall be surrendered and canceled. No share of stock shall 
be surrendered and canceled if the effect of such surrender and cancellation 
would be to violate the provisions of section 10 (c) requiring the amount of stock 
held by such member to equal at least one-twelfth of the outstanding advances 
to such member.” ; 

(2) by striking the first sentence of section 6 (i) and inserting: “Any 
member other than a Federal savings and loan association may withdraw 
from membership in a Federal home loan bank six months after filing with 
the Board written notice of intention so to do, and the Board may, after 
hearing, remove any member from membership, or deprive any nonmember 
borrower of the privilege of obtaining further advances, if, in the opinion 
of the Board, such member or nonmember borrower (i) has failed to com- 
ply with any provision of this Act or regulation of the Board made pursuant 
thereto, (ii) is insolvent: Provided, That any member of a bank which is 
a building and loan association, savings and loan association, cooperative 
bank or homestead association shall be deemed insolvent if the assets of 
such member are less than it obligations to its creditors and others, includ- 
ing the holders of its withdrawable accounts, or (iii) has a management or 
home-financing policy of a character inconsistent with sound and economical 
home-financing or with the purposes of this Act.” ; 

(3) by repealing section 6 (1) ; and 

(4) by striking the period at the end of section 7 (a) and inserting a 
eolon and the following: “Provided, That the board may by regulation in- 
crease the number of elective directors of any Federal home loan bank hav- 
ing a district which includes five or more States to a number not exceed- 
ing twice the number of States comprising such district, but such additional 
elective directors shall be apportioned as nearly as may be practicable in 
the same manner and order as is provided for the apportionment of elective 
directors under subsections (c) and (d) hereof. The term ‘States’ as used 
in the preceding proviso shall mean the States of the Union and the Dis- 
trict of Columbia.”’. 

Sec. 15. The Home Owners’ Loan Act of 1933, as amended, is hereby amended 
by striking the proviso at the end of the second paragraph of section 5 (c) and 
inserting: Provided, That no such loan, unless so insured or guaranteed, shall 
be made in excess of $2,500.”. 

Sec. 16. The National Housing Act, as amended, is hereby amended by striking 
section 403 (d) and inserting: 

“(d) Any institution which applies after the effective date of the Housing 
Amendments of 1955 for insurance under this title shall pay, in the event its ap- 
plication is approved, an admission fee in such amount as the Corporation shall 
determine, taking into consideration the total cost of processing all insurance 
applications.” 


COMMUNITY FACILITIES ADMINISTRATION 


Sec. 17. Section 702 of the Housing Act of 1954 is hereby amended to read 
as follows: 

“Sec. 702. (a) In order (1) to encourage municipalities and other public 
agencies to maintain at all times a current and adequate reserve of planned pub- 
lic works and construction of which can rapidly be commenced, particularly 
when the national or local economic situation makes such action desirable, and 
(2) to help attain maximum economy and efficiency in the planning and con- 
struction of public works, the Administrator is hereby authorized to make ad- 
vances to public agencies (notwithstanding the provisions of section 3648 of the 
Revised Statutes, as amended) to aid in financing the cost of engineering and 
architectural surveys, designs, plans, working drawings, specifications, or other 
action preliminary to and in preparation for the construction of public works: 
Provided, That the making of advances hereunder shall not in any way commit 
the Congress to appropriate funds to assist in financing the construction of any 








HOUSING AMENDMENTS OF 1955 5 


public works so pi.aned: And provided further, That advances outstanding to 
public agencies in any one State shall at no time exceed 10 per centum of the 
aggregate then authorized to be appropriated to the revolving fund established 
pursuant to subsection (e) of this section. 

“(b) No advance shall be made hereunder with respect to any individual proj- 
ect unless it is planned to be constructed within a reasonable period of time, 
unless it conforms to an overall State, local, or regional plan approved by a 
competent State, local, or regional authority, and unless the public agency for- 
mally contracts with the Federal Government to complete the plan preparation 
promptly and to repay such advance or part thereof when due. Subsequent to 
approval and prior to disbursement of any Federal funds for the purpose of ad- 
vance planning, the applicant shall establish a separate planning account into 
which all Federal and applicant funds estimated to be required for plan prepara- 
tion shall be placed. 

“(c) Advances under this section to any public agency shall be repaid without 
interest by such agency when the construction of the public works is undertaken 
or started: Provided, That if the public agency undertakes to construct only a 
portion of a planned public work it shall repay such proportionate amount of the 
advances relating to the public work as the Administrator determines to be equit- 
able: And provided further, That in the event repayment is not made promptly 
such unpaid sum shall bear interest at the rate of 4 per centum per annum from 
the date of the Government’s demand for repayment to the date of payment 
thereof by the public agency. 

“(d) The Administrator is authorized to prescribe rules and regulations to 
carry out the purpose of this section. 

“(e) In order to provide moneys for advances in accordance with this section, 
the Administrator is hereby authorized to establish a revolving fund which 
shall comprise all moneys heretofore or hereafter appropriated pursuant to this 
section, together with all repayments and other receipts in connection with ad- 
vances made under this section. There are hereby authorized to be appropri- 
ated to such revolving fund, in addition to the amount authorized by this sec- 
tion as originally enacted, the further amounts of $12,000,000 which may be made 
available to the revolving fund on or after July 1, 1956; $12,000,000 which may 
be made available to such rund on or after July 1, 1957; $14,000,000 which may 
be made available to such fund or or after July 1, 1958; and such additional 
sums which may be made available from year to year thereafter as may be esti- 
mated to be necessary to maintain not to exceed a total of $48,000,000 in undis- 
bursed balances in the revolving fund and in advances outstanding for plans 
in preparation or for completed plans with respect to projects which, in the de- 
termination of the Administrator, can be expected to be undertaken within a 
reasonable period of time.” 

Sec. 18. Effective upon the date of enactment of this Act the basic rate of 
compensation of the Community Facilities Commissioner of the Housing and 
Home Finance Agency shall be the same as the basic rate of compensation es- 


tablished for the heads of the constituent agencies of the Housing and Home 
Finance Agency. 


The Cuatrman. Our first witness is Mr. Cole, who has served on 
this committee with great distinction for a long time. He has made 
many friends here, and they are still his friends. 


We are always glad to have your views and to have you call on us, 


Mr. Cole. 
Mr. Coir. Thank you very much, Mr. Chairman. 


STATEMENT OF ALBERT M. COLE, ADMINISTRATOR, HOUSING AND 
HOME FINANCE AGENCY, ACCOMPANIED BY NORMAN F. MASON, 
FEDERAL HOUSING ADMINISTRATION COMMISSIONER 


Mr. Corr. Mr. Chairman, subject to your approval, I would suggest 
that I begin with the statement on H. R. 5827, commenting upon each 
section of it, and then at the termination of each section, that I ask 
each commissioner to present his statement. We find that this works 








6 HOUSING AMENDMENTS OF 1955 





very satisfactorily, and then we can submit to questions at the com- 
pletion of each agency’s statement. 

For instance, I have with me here now Mr. Norman Mason, Com- 
missioner of FHA, and the first part of my statement is on the FHA 
amendments. 

The Cuarrman. We will be glad to comply with your request. 

Mr. Core. Mr. Chairman and members of the committee, I appre- 
ciate the opportunity to appear before your committee, and to present 
the views of the Housing Agency on H. R. 5827, the “Housing Amend- 
ments of 1955.” 

The Federal Housing Commissioner, the Public Housing Commis- 
sioner, and the Chairman of the Home Loan Bank Board also have 
statements on the provisions of the bill relating to their respective oper- 
ations. If it is agreeable to your committee, Mr. Chairman, I suggest 
that each of them be permitted to present his statement at the conclu- 
sion of the portion of my testimony relating to the operations of his 
constituent agency. We could then proe eed with questions on that 
part of the bill before I proceed with testimony on other parts. 

The Cuairman. We will allow you to make your statement without 
interruption, if you so desire. 

Mr. Coir. Very well. 

The provisions of H. R. 5827 would furnish the legislation neces- 
sary for the continuation of several major programs of the Housing 
and Home Finance Agency. It would also make a number of essen- 
tial changes in existing laws which would enable us to carry out, or 
carry out more effec tively, the objectives of the Congress in present 
legislation. The bill would not provide for the undertaking of any 
new programs, which is very different, of course, from the legislation 
considered by this committee last year and enacted as the Housing Act 
of 1954. Current operations of our agency are directed toward putting 
into effect the several basic changes and new programs authorized in 
that comprehensive and major enactment of the Congress. As I will 
explain, our experience in connection with these operations has re- 
vealed the need for the corrective or supplemental provisions contained 
in the bill. However, I wish to emphasize that our experience under 
the Housing Act of 1954 gives every indication that it is sound, con- 
structive legislation for carrying out its objectives, the provisions and 
improvement of housing, the elimination and prevention of slums, and 
the conservation and development of urban communities throughout 
the Nation. No need exists for changing the basic approaches taken 
to accomplish those objectives. 

As the bill contains provisions relating to some of the more tech- 
nical aspects of our program, I have furnished your committee with 
copies of a section-by-section analysis. 





















HOME LOAN INSURANCE 






I should like, first, to comment briefly on the principal features of 
the bill relating to the operations of the FHA. 









GENERAL MORTGAGE INSURANCE AUTHORIZATION 







Earlier this year your committee recommended, and the Congress 
enacted, legislation increasing the FHA general mortgage insurance 
authorization by $114 billion. ‘The report of your committee on that 
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legislation, House Joint Resolution 202, indicated that such increase 
was recommended to permit continuation of FHA mortgage insurance 
operations on a temporary basis until the Congress has an opportunity 
to consider an increase in sufficient amount to cover operations for the 
next fiscal year. IT. R. 5827 would provide that increase. It would 
authorize FHA mortgage insurance up to the aggregate of outstand- 
ing insurance liability and commitments on June 30, 1955, plus $4 
billion. The amount of unused authorization under existing legisla- 
tion remaining on June 30, 1955, would be merged with the new addi- 
tional authorization. As it is estimated that such unused amount will 
be over $600 millon, the actual increase in authorization provided by 
the bill would not exceed $3,400,000,000. This increase, plus the $114 
billion increase granted earlier this year, would be within the amount 
prescribed for this purpose in the budget submitted by the President 
to the Congress in January. 

Estimates of mortgage insurance operations during the 1956 fiscal 
year indicate a gross use of insurance authorization totaling about 
$7,400,000,000. After allowance for return of authorization through 
expiration of commitments, scheduled repayments on insured mort- 
gages, and prepayments of such mortgages, the net use of insurance 
authorization for FHA mortgage insurance programs during that fis- 
cal year is estimated at approximately $4 billion. I strongly urge your 
committee to make available that amount of insurance authorization. 


EXTENSION OF FHA TITLE IT HOME REPAIR AND MODERNIZATION 


Title I of the National Housing Act, authorizing the FHA repair 


and modernization program, would expire under existing law on 
June 30 of this year. The bill would extend title I for 5 years, which 
is similar to the most recent extension of the title from March 1, 1950, 
to July 1, 1955. 

The title I program of insurance for modernization and repair loans 
constitutes an integral part of the urban renewal program for neigh- 
borhood conservation and improvement which was adopted in the 
Housing Act of 1954. The continuation of the title I program is 
also important to the maintenance of a high level of general con- 
struction activity, improvement of individual properties in need of 
modernization or repair, and proper maintenance of the existing hous- 
ing inventory of the Nation. All are vitally affected by the avail- 
ability of adequate consumer credit for modernization and repair 
loans and the title I program has contributed significantly toward 
assuring that supply of credit. 

Availability of FHA insurance for this type of credit encourages 
lenders to make the loans available to borrowers in smaller communities 
and to eligible borrowers in larger communities who might otherwise 
have difficulty in arranging loans. It should be recognized that, with- 
out such insurance, credit for home repair purposes would not be as 
readily available as consumer credit for other consumer durable goods, 
such as automobiles and appliances. In other fields, the dealer fre- 
quently receives credit support from the manufacturer. In the case 
of home repair loans, however, manufacturers of building products are 
each likely to have a relatively small financial interest in the repair or 
improvement job done by the local firm. Naturally, the manufacturer 
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or wholesale supplier is thus rarely interested in backing up credit for 
a repair or improvement job, especially when the largest cost 1tem 1s 
labor at the site. Also consumer items can normally be made subject 
to a chattel mortgage and can be repossessed, while items financed under 
title I become part of the house and cannot be repossessed. Neither is 
it generally practical in the case of a repair loan to go through the 
expense of obtaining real property mortgage security. For these rea- 
sons home repair or improvement loans, in the absence of title I aids, 
would be unavailable to many borrowers, or else be available at exor- 
bitant interest rates or fees. 


FHA MORTGAGE LIMITATION FOR MULTIFAMILY HOUSING 


I wish to call your particular attention to one clarifying amendment 
which would revise the present mortgage limitations in the National 
Housing Act with respect to multifamily projects. The act now makes 
a $5 million mortgage limitation generally applicable to all such proj- 
ects with private sponsorship. Although the statute technically applies 
only to the maximum mortgage amount, it is not clear from the statute 
or legislative history whether the Congress intended that the limitation 
should be applied to the total of several mortgages where the mortgagor 
on each is the same. Nor is it clear how such a limitation should be 
applied. The congressional intent has been variously interpreted by 
different persons or groups as making the limitation applicable (i) to 
each mortgage separately in all cases, (ii) to the total of all mortgages 
having the same mortgagor, (ili) to the total of such mortgages if 
they are in the same housing market area, and (iv) to the total of the 
mortgages if they are on property which can actually be managed as 
one project. 

I believe it is important that the limitation in the law be definite and 
firm, but realistic in terms of present costs and the type of project to 
be undertaken. I believe the revision of this limitation as provided in 
the bill would accomplish that purpose. The $5 million mortgage lim- 
itation would be increased to $12,500,000 to conform to estimated in- 
creases in building construction costs since the limitation was first 
imposed. On the other hand, the limitation would be applied both to 
each individual mortgage and to the total amount of commitments 
outstanding at any one time under each section of the act with respect 
to projects in the same housing market area which involve the same 
mortgagor, or mortgagors under substantially the same control. 

In the case of mortgage insurance under section 220 of the National 
Housing Act for multifamily projects in urban renewal areas, the 
mortgage limitation would be $50 million. This is the same amount 
now provided in section 207 of the act, covering the regular FHA 
insurance for rental housing, where the mortgagor is a public body 
or subject to certain supervision under State or Federal law. The 
extension of this limitation to section 220 housing seems reasonable, 
as the locality is required to prepare and submit plans for the urban 
renewal undertakings where the project is located and the Housing 
Administrator must approve such plans before section 220 mortgage 
Insurance can be made available. 
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EXPTRATION OF MILITARY HOUSING PROGRAMS 


You will note that the bill does not extend the special title IX mort- 
gage insurance for programed defense housing in critical defense 
housing areas. Title LX was enacted to assist the provision of housing 
for defense workers and military personnel required as a result of the 
rapid expansion of defense industries and military installations after 
the beginning of the Korean war. This period of rapid expansion 
has ended. There has been almost no new programing activity under 
title IX during this fiscal year, and the title is not well suited for 
meeting the current family housing needs of the military as presented 
to us by the Department of Defense. 

The title VIII, Wherry Act, military housing program would be 
extended for only those projects which are undertaken pursuant to a 
certification by the Secretary of Defense prior to July 1, 1955, and a 
commitment to insure, issued prior to July 1, 1956. This extension was 
requested by the Department of Defense so that existing title VIII 
operations could be concluded in an orderly manner. It is my under- 
standing that the Department will furnish testimony to your commit- 
tee concerning military housing. 

If agreeable to your committee, Mr. Mason, the Federal Housing 
Commissioner, will now present his statement, and then we will to- 
gether be happy to answer your questions on FHA. 

The CHarrMan. You may proceed, Mr. Mason. 

Mr. Mason. Thank you, Mr. Chairman. 


STATEMENT OF NORMAN P. MASON, FEDERAL HOUSING 
ADMINISTRATION COMMISSIONER 


Mr. Mason. I am gratified for the opportunity to appear before 
you today in support of H. R. 5827 as it pertains to FHA operations. 

In my capacity as Commissioner of the Federal Housing Adminis- 
tration, I shall limit my remarks to the proposed amendments to the 
National Housing Act which affect FHA programs. 

The bill would amend the National Housing Act by extending the 
expiration date for the insurance of property improvement loans under 
title I for 5 years. Other provisions include modifications for clarifi- 
‘ation of certain sections of the act, amendments to increase efficiency 
in operations, and the termination of mortgage insurance programs 
that have fulfilled their usefulness. In the light of our experience dur- 
ing the past year all of these provisions are desirable aids in increas- 
ing the effectiveness of the FHA in carrying out its responsibilities as 
to the people of the country. 

I shall summarize briefly the main points of the proposals in H. R. 
5827: 

Section 2 of the bill proposes the extension of the FHA home repair 
and modernization program for 5 years to July 1, 1960. This title. 
which authorizes the FHA to insure qualified lending institutions 
against 90 percent of loss on small loans made to finance the alteration, 
repair, and improvement of existing structures, was last extended in 
1950 for a similar 5-year period. 

Title I property improvement loans are of material assistance in 
preserving the present housing inventory of the Nation, in checking 
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the spread of blight, in improving housing standards, and in main- 
taining a high level of construction work on individual dwellings 
throughout the country. 

Some idea of the scope of the title I property improvement pro- 
gram is apparent from the fact that FHA has insured title I loans in 
every county and territory of the United States. Title I makes it pos- 
sible for individual homeowners to arrange loans to improve their 
properties in areas where, without this program, it would be difficult 
except at extremely high cost. 

We have found, too, that the title I program gives an added incen- 
tive to home ownership and community pride. 

It should be noted that while the volume of FHA title I insurance 
has decreased in the last year it is still impressively large. In the 
6-month period from October to the end of March, 560 000 property 
improvement loans were insured for about $338 million. 

The corrective measures taken in the Housing Act of 1954 and nu- 
merous new administrative controls have materially improved the 
program. Complaints and violations have been reduced to a minimum. 

In order to maintain an even closer vigilance of title I activities, 
FHA has transferred collection activities to the field and increased 
the number of loan servicing representatives in the field while decreas- 
ing the staff at Washington headquarters. 

Section 3 is a per fecting amendment that would repeal the sepa- 

rate limitation on insurance authorization for farm housing mort- 
gage insurance under section 203 (i). The Housing Act of 1954 
consolidated all outstanding mortgage insurance authorizations and 
eliminated the necessity of recordkeeping for several separate insur- 
ance limitations. 

However, unlike other sections, in creating section 203 (i) provi- 
sion was made for a separate authorization limitation of $100 million. 
I urge that the separate authorization control on this program be 
eliminated and the insurance volume be consolidated with the other 
home mortgage insurance activity under section 203. This will sim- 
plify recordkeeping and thus effect savings in administration. 

Section 4 of the bill is an amendment that would also increase effi- 
ciency of FHA operations by reducing the amount of recordkeeping 
that now has to be done. Under the present law the final settlement 
of certificates of claim in connection with FHA acquired properties 
cannot be made until the housing which has been sold by the FHA 
has been completely paid for, which means that records may have 
to be kept for as long as 20 years. The proposed amendment would 
enable FHA to make final settlement of certificates of claim at any 
time after the sale or transfer of title by the FHA of the acquired 
property. 

Section 5 would increase the FHA mortgage limitation for multi- 
family housing projects from $5 million to $1214 million where the 
mor tg igor is a private corporation. 

This revision of the limitation is, in my opinion, a realistic increase. 
It would have the advantage of clarifying the intent of Congress 
which has been interpreted in various ways by different people. Some 
groups have felt that it is a limitation on the total of all mortgages 
with the same mortgagor. Under the provision of this bill the limi- 
tation would be applied both to each individual mortgage and to the 





HOUSING AMENDMENTS OF 1955 11 


total amount of commitments outstanding at any time on projects in 
the same housing area involving the same mortgagor. 

A limitation of some sort seems desirable since it helps prevent 
monopoly of a housing market by one builder. 

The limitation on FHA mortgages financing multifamily housing 
in slum clearance or urban renewal areas under section 220 of the 
National Housing Act would be increased from $5 million to $50 
million, where the mortgagor is a private corporation. This con- 
forms with the dollar ceiling now in the law with respect to multi- 
family housing mortgages where the mortgagor is a public body. I 
recommend this increase not only because of the extensive work that 
may have to be done in urban renewal projects, but also because the 
locality is required to prepare and submit plans for the undertaking 
and the plans must be approved by the Administrator of HHFA 
before FHA mortgage insurance under section 220 can be made avail- 
able. 

Section 6 of H. R. 5827 would increase the FHA general mortgage 
insurance authorization up to the aggregate of outstanding insurance 
liability and commitments on June 30, 1955, plus $4 billion. I recom- 
mend that this amount of insurance authorization be made available 
in order to provide for the estimated amount of housing which will 
be assisted by FHA mortgage insurance during fiscal year 1956, This 
amount is in line with the budget which has been submitted to the 
Congress. I anticipate that it will be just enough to handle the cur- 
rent volume of business. 

Section 7 would provide for the removal of cost certification from 
section 221 single-family homes. Section 221 housing is low-cost hous- 
ing for families displaced by slum clearance or Government action. 
To the extent that construction under section 221 consists of single- 
family homes built in projects, the cost certification serves no 
advantageous purposes. 

In such construction, as under section 203, homes produced in sub- 
division developments by operative builders are completed in succes- 
sion and are transferred upon sale to an owner-occupant mortgagor. 
Upon such transfer the cost to be certified would be the sale price of 
the property, a figure which is already reported to FHA and used as 
a basis for determining one of the limitations to the insurable mort- 
gage amount. In this type of case, just as in the case of the construc- 
tion of a single home for sale, the cost certification procedure serves 
no additional purpose. I believe the cost certification requirements 
should be restricted to multifamily operations under section 221 as is 
the case of other FHA programs. This provision in essence makes the 
requirements for all single-family housing uniform. 

Section 8 is a technical amendment to expedite final settlement of 
certificates of claim with respect to section 603 veterans emergency 
housing. This section of the proposed bill corresponds with section 
4 which deals with insurance programs now in operation. Of course, 
no further mortgage insurance can be written under section 603. 

Section 9 would provide for the extension of FHA title VIII, 
Wherry Act, military housing in order to terminate the program in 
an orderly manner. Under the existing law title VIII expires June 
30, 1955. This bill would extend title VIII for only those projects 
which are certified by the Secretary of Defense prior to June 30, 
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1955. It also provides that all FHA commitments to insure these 
projects must be made during the following year. I recommend this 
extension which was requested by the Secretary of Defense. 

Section 10 would terminate FHA insurance authority under title 
IX defense housing. ; 

This program has been on a standby basis for the last year. It is 
recommended that FHA defense housing insurance be made available 
for any outstanding commitments on July 1, 1955, and that otherwise 
title IX expire on that date as the program has fulfilled its purpose. 
Title LX, as you know, is so-called defense housing built for occupancy 
by workers in defense plants and to some degree for families of men 
in the Armed Forces. 

Mr. Coir. Mr. Chairman, that completes our statement on FHA. 
Now, if the chairman and the members desire, Mr. Mason and I 
will submit ourselves to questions on FHA, or if you prefer 

Mr. Parman. I would like to ask some questions. 

The Cuatrman. How do you prefer to present your case? 

Mr. Cor. It works satisfactorily to submit ourselves to questions 
on FHA. Of course, Mr. Mason and the rest of us will be around 
after we have completed, for additional questioning. 

The Cuarrman. I would think we would pursue the method we 
have been pursuing. We will call the committee members for interro- 
gation, and each one will be limited to 5 minutes on the first round. 
Then they can pursue the interrogation further later. 

Mr. Brown. 

Mr. Brown. I understand you are callilng for extension of the bill. 
What about the Wherry Act bill? 

Mr. Mason. Just for those projects which are currently provided 
for by the end of June. 

Mr. Brown. It costs a great deal to build those houses, does it not ? 

Mr. Mason. I didn’t get the question. 

Mr. Brown. The costs are rather high for Wherry houses, are they 
not ? 

Mr. Mason. There is a limitation, Mr. Brown, on the cost of Wherry 
Act housing. 

Mr. Brown. For what reason do you wish that amendment? 

Mr. Cotz. Mr. Brown, the Agency feels that the Wherry Act pro 
gram has served its purpose. We know of no reason, from our point 
of view, why it should be continued. We realize that housing for 
families in the military services is very poor. We think that is pri- 
marily a responsibility of the military. Therefore, we do know that 
the military, the Department of Defense, will be testifying, but from 
the point of view of the Housing Agency we see no reason for the 
continuation of the Wherry Act program. 

It has been progressively going down in its use. 

Mr. Brown. I think the housing built under the Wherry Act is very 
expensive. I just wanted to get your views on the matter. 

Thank you. 

Mr. Mason. Mr. Brown, the limitation under the Wherry Act was 
$8,100 for apartments, and $9,000 for single-family houses. This was 
the most that could be spent for that type of accommodation. 

The Cuatrman. Mr. McDonough. 

Mr. McDonoven. Mr. Chairman, I will pass for the present. 
The Cuarrman. Mr. Patman. 
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Mr. Parman. Mr. Cole, title I, I notice you state, and Mr. Mason _ 
stated, too, was extended last in 1950. Are you not mistaken about 
that? Wasn’t that extended 2 years ago? 

Mr. Corx. Mr. Patman, it has been amended, but the extension, the 
last extension, my understanding is, was authorized by Congress in 
1950. 

Mr. Parman. What has been the experience of the past year under 
the modernization loans? Have there been any losses to amount to 
anything ? 

Mr. Mason. We have had an excellent record, Mr. Patman. As 
you know, the provisions of the Housing Act of 1954 went into effect 
on the 1st of October, and since that time we have had 15 claims, as 
against 247,000 loans. In other words, we have insured 247,000 loans 
and had 16 losses for a total of something like $6,007. 

Mr. Parman. The banks handle those loans principally, do they 
not, Mr. Mason ? 

Mr. Mason. Yes, they do. 

Mr. Parman. Do the banks suffer any losses ? 

Mr. Mason. Under the new provisions of the Housing Act of 1954, 
the bank is a co-insurer for 10 percent; yes, sir. 

Mr. Parman. Have they actually suffered any losses so far? 

Mr. Mason. Ten percent on fifteen claims. 

Mr. Cote. The loss to the banks has been negligible, Mr. Patman. 

Mr. Mason. Mr. Patman, under the 16 claims there would have been 
about $600 of this loss suffered by the banks, and the other $5,400 by 
the Government. 

Mz. Parman. In other words, it is practically a riskless loan, isn’t 
it 

Mr. Mason. Yes, but not so riskless as it was before the 1954 act 
was put into effect. 

Mr. Parman. But it is practically riskless now, is it not, Mr. Mason ? 

Mr. Mason. There isa 10 percent co-insurance. 

Mr. Patman. Which makes it very small, as evidenced by the rec- 
ords since October. 

Now, these loans are at 9.7 percent interest. Don’t you think that 
is pestle high for a practically riskless loan ? 

r. Mason. The experience is that where banks themselves embark 
on such a program without Government insurance the rate is higher 
than this. 

Mr. Parman. The rate is higher? Do you mean more than 10 per- 
cent? That is usury. 

Mr. Mason. This rate is figured at a 5 percent discount and banks 
customarily discount their own paper at 6 and 7 percent where there 
is no Government insurance. 

Mr. Patman. Regardless of how you figure it, the borrower pays 
9.7 percent interest, does he not ? 

Mr. Mason. That is correct, Mr. Patman, if the loan runs for the 
full period of time. 

Mr. Parman. Mr. Cole, how would you feel about an amendment 
making that a maximum of 6 percent ? 

Mr. Coz. I don’t believe we would be in favor of it, Mr. Patman. 
I would be glad to look at it, but I doubt if we would favor it. 

Mr. Patman. Well, there is no looking at it. It is just 6 percent. 
You are either for or against it. 
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Mr. Corx. If I would be required to give an answer now, I would 
say we would not favor it. 

Mr. Parman. It occurs to me it is an awfully high rate of interest, 
9.7 percent, on Government guaranteed paper, practically. There is 
practically no risk involved. I hope you will consider that. 

Mr. Coir. Mr. Patman, may I comment that the amount of servic- 
ing of a small loan is quite high—the cost of servicing. That is the 
reason that lending institutions find that their charges for the use of 
the money are comparably higher than on a long-term large mortgage. 


Mr. Parman. I realize that. Have you seen my bill on cooperative 
housing ? 

Mr. Corr. Yes. 

Mr. Parman. How do you feel about it? Would you be in favor 
of cooperative housing as set up in that bill ? 

Mr. Corr. Mr. Patman, we are anxious to do everything we can to 
assist the cooperative housing program. That is H. R. 5883, is it not? 

Mr. Parman. Yes, sir; itis. 

Mr. Mason. While Mr. Cole is finding his notes on this, Mr. Pat- 
man, I would say that section 1 of your bill provides for an increase 
in mortgage ceiling from $5 million to $30 million. 

Mr. Parman. That is right. 

Mr. Mason. And while I have no real objection to this because I 
am very much in favor of getting some of these cooperative housing 
projects built, I feel that it would be more desirable all around if all 
programs have the same ceiling. I see no reason why—— 

Mr. Parman. How much is other ceiling ? 

Mr. Mason. At the present time, it is $5 million, but we are recom- 
mending a $121%% million limitation. It seems only expedient to have 
these the same in all cases. 

Mr. Parman. Of course, that is one side of it. Would it be ac- 
ceptable if that were changed ? 

Mr. Mason. I have just 2 or 3 other comments here, Mr. Patman, 
on the bill. 

Section 2 of the bill would change the basis of calculating the mort- 
gage insurance from an estimate of value, as at present, to an esti- 
mate of replacement cost, which was in the bill before the Housing 
Act of 1954 was passed. 

It is my feeling that this provision for estimated value, rather than 
replacement cost, 1s to the advantage of the cooperator. We have 
many of these projects built—as I am sure the committee knows— 
by builders who would be pleased with the replacement cost factor, but 
the cooperator himself is more sure of having a good investment if 
the value is used. This means that the project has to be built where— 
if this cooperator, who is enthusiastic at the start, subsequently has to 
get out of the project—he can market his share of that cooperative 
more easily. 

We do have a problem, however, which has arisen, because a great 
many of the projects were under consideration when the new hous- 
ing bill came into effect. Some of these people had gone quite a way 
to arrange financing under the terms of the old bill. They had drawn 
plans, and had gone to quite a lot of work and expense, and when the 
bill was changed, because of locations that were chosen, and so on, 
they were unable to go through with it, and I think there are about 
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million worth of construction, and it might be possible for us—for 
you, I am sorry—to consider, in your legislation, a provision to help 
these projects which had been started through to completion on the 
same provisions as were true before the Housing Act of 1954 was 
passed. 

Do I make myself clear at all? It is quite an involved problem. 

Mr. Parman. Yes, I am not acquainted with that, but if you have 
any suggestion to offer in the form of an amendment to take care of 
the proposition, it would be appreciated. 

Mr. Mason. I am sure, Mr. Patman, that my staff would be happy 
to work with your staff on this at any time. 

Mr. Parman. All right, sir. 

Now, Mr. Cole, are you ready to commit yourself on it? 

Mr. Coir. Mr. Patman, if you are asking do we approve the bill as 
whole, the answer is “No.” 

Mr. Mason. I have one other suggestion. 

Mr. Parman. What is that / 

Mr. Mason. I have one other thing I would like to say: The bill 
provides for the restoration of the position of assistant commissioner 
for cooperative housing. It isn’t titles that will do the job, but the 
proper legislation to do it with, that gets things done in Government, 
in my estimation. 

The thing I object to is too many chiefs and not enough Indians. 
I like to have people who are working rather than too many heads of 
departments. If I had an assistant commissioner for cooperative 
housing I should also have an assistant commissioner for rental hous- 
ing, assistant commissioner for servicemen’s housing, and assistant 
commisioner for urban renewal, assistant commissioner for open-end 
mortgages, assistant commissioner for single-family housing. 

I believe that under our present procedure, where we have the 
actual handling of these mortgages done in the regular multifamily 
division, but a separate man, or a separate division—it is more than 
a man—whose job it is to try to iron out difficulties, to work with 
people who are interested in cooperatives, and see that they get their 
questions answered. See that where we have an inquiry on one of 
these projects that that inquiry receives intelligent appraisal by our 
staff. This, I believe, will work out very well. 

We do have this system now. 

Mr. Corte. Mr. Patman, while I said that we could not approve the 
proposed legislation, [ want to make it perfectly clear that we are not 
satisfied with the cooperative housing situation as it exists today. We 
would like to do what we can to assist in making it a vigorous pro- 
gram, and some of the suggestions contained in your bill are worth a 
great deal of favorable consideration. 

For instance, in the bill you have mentioned the support of FNMA 
for cooperative housing. Present legislation, or the present author- 
ization under the present statute, provides for that, through the ma- 
chinery of the President’s approval of a certain amount for cooper- 
ative housing. 

There are other sections of the bill, for instance the section with 
respect to veterans preference, which is really not a matter for our con- 
sideration. I think we could live with it very satisfactorily if it were 
enacted. 

We would favor your section 5. We have no objection to that. 
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In other words, there are sections in the bill which we think could 
be acceptable. Some of them we have some doubt about. 

Mr. Parman. Thank you very much. 

The Cuatrman. Mr. Wolcott. 

Mr. Wotcorr. I will pass for now. 

The CHatrman. Mr. Rains. 

Mr. Rats. Mr. Cole, I assume we will have the chief of the Fed- 
eral Mortgage Association available to answer questions? Other- 
wise, I would want to ask you some questions about it. I don’t care 
to do it right now if he is going to be available. 

Mr. Corz. Yes, he is going to be available. 

Mr. Rarns. Let me address a question to Mr. Mason. 

Mr. Mason, I hear and read in the papers, and hear rumors, that 
in certain sections of the country FHA has reached the saturation 
point, and that no more commitments for FHA insurance are being 
granted. 

That is correct ? 

Mr. Mason. Mr. Rains, this condition is almost always existing, 
and it exists in more or less degree. FHA is set up in such a way 
that the director of the insuring office, before he issues a firm com- 
mitment for any new large project, sits down and studies that area to 
see whether the project is a feasible one in his estimation, and if 
he is troubled in his mind and can’t arrive at this decision himself 
he has available to him, through FHA’s overall staff, market analysts 
who will come into his market, study the need for housing, and give 
him advice on whether he should issue this new commitment or not. 

But FHA has been set up, and is supposed to operate, on a basis 
where, in an area where there is already enough housing, that it does not 
further complicate this by issuing more commitments for it. This is 
not a condition which goes on forever, however. I mean, the market 
absorbs the housing, and then firm commitments are issued again. 

Mr. Ratns. What you are telling me, of course, is that there are 
certain areas in which you have the authority to decide 

Mr. Mason. Cities, sir, generally. 

Mr. Ratns. That certain cities are overbuilt, and no more firm com- 
mitments will be issued; is that correct ? 

Mr. Mason. That is correct. 

Mr. Rains. I am not going to ask for the specific places, but are 
there a good many areas throughout the country where that is true? 

Mr. Mason. Within a month we have made a study and there were 
26 such places. 

Mr. Rarns. I noted Mr. Brown’s question with reference to the 
Wherry Act housing. As I understand, you are asking it to be con- 
tinued for this year in order to have the orderly abandonment of the 
program; is that correct ? 

Mr. Mason. That is correct. 

Mr. Rats. Is it true that we have a number of Wherry Act projects 
over the country which are standing empty today ? 

Mr. Coir. Do vou mean entire projects ? 

Mr. Rarns. I had understood there were certain projects located 
at certain establishments that were completely white elephants; is that 
true ? 

Mr. Mason. My staff advises me we have one such project which 
we have acquired, and we have two others that are in trouble. 
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Mr. Rains. That has been brought about by the moving away of 
military establishments; is that cor rect ! 

Mr. Mason. That is correct. 

Mr. Rarns. I have to move hurriedly because we are limited to 5 
minutes on the first go-round. 

I noted also that. you said that you thought that the military hous- 
ing is restricted to the military. Now, the FHA does the insuring ¢ 

‘Mr. Coxe. It is strictly the problem of the military to house military 
people, in my judgment. However, we think that the impact of the 
military housing, in some instances, should be considered. In other 
words, the impact of the housing upon the normal private market in 
the area. 

We think that that is a part of the consideration that Congress may 
want to give to the problem. 

Mr. Rains. Under the present military housing program is FHA 
called on for insurance commitments ? 

Mr. Mason. Yes, it is. 

Mr. Ratns. Well, I understand that you don’t have much to say 
about whether or not you issue those insurance commitments; is that 
right ? 

Mr. Cote. You are speaking of Wherry Act ? 

Mr. Rats. Yes. That the military hands it out to you, and about 
all you have left open is to go ahead and do what they say; is that 
correct ? 

Mr. Mason. That is not exactly correct, sir. We generally don’t 
get a request from the military without a good reason back of it, but 
we do sit down on each one of these cases and discuss the size of the 
project, and in many cases we end up with a smaller project than the 
military originally asked for. This has happened at least during the 
past year. 

Mr. Ratns. Mr. Mason, with the FHA doing the insuring of the 
mortgage, do you have sufficient authority in dealing with the mili- 
tary to accept or disapprove these Wherry projects ? 

Mr. Mason. Under the present law ? 

Mr. Ratns. Yes. 

Mr. Mason. Yes, I think we have the authority to talk with the mili- 
tary on this. 

Mr. Corr. Mr. Rains, when the statute was enacted by Congress the 
idea was that the authority of FHA should be strictly limited, that 
the military should have the primary responsibility to determine how 
many houses were needed, and it left FHA with the responsibility of 
discussing with, or, shall I say, arguing with, the military, if FHA 
felt it was too great. 

Mr. Rarns. Do you have the authority to turn down if you don’t 
like it? 

Mr. Corr. I don’t believe we do. 

Mr. Rarns. You have no veto power ? 

Mr. Corr. I don’t think we have a real veto power. 

Mr. Ratns. Of course, since that type of housing is handled by the 
Armed Services Committee, I don’t think this committee has much to 


do with it, yet you in FHA are required to insure the mortgages, of 
course ? 


Mr. Corr. Yes. 
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Mr. Rains. What about college housing, under this setup? Do you 
handle that, Mr. Mason ? 

Mr. Mason. No, I do not. 

Mr. Coie. That will come later under community facilities. 

Mr. Rarns. I want to say something about mortgage money, but 
I assume it would be better to take that up with the head of FNMA. 

Mr. Cote. I think so, or, Mr. Rains, it is an overall problem which 
we might take up when we have completed our presentation. I think 
FNMA, the chairman of the Home Loan Bank Board, others in FHA, 
and I, would discuss it generally with you. 

Mr. Rains. All right. 

The CnatrrmMan. Dr. Talle. 

Mr. Tae. Just one question in connection with the use of the term 
“cooperative housing.” 

I think the record should show whether ordinary taxes apply to 
that kind of housing, or whether they do not ? 

Mr. Coir. I did not quite get your question. 

Mr. Tauur. I would like the record to show, in connection with the 
use of the term “cooperative housing,” whether the usual taxes apply. 

Mr. Mason. The real-estate taxes are paid by a cooperative housing 
project just like any other real-estate taxes are paid by anyone else. 
There would be an advantage in Federal taxation on a cooperative 
rather than on a corporation. 

Mr. Tate. How important would that advantage be? 

Mr. Mason. I think it would depend upon the earnings, of course. 

Mr. Tatie. So the advantage, as far as taxation is concerned, applies 
only to Federal income tax ? 

Mr. Mason. That is correct, Dr. Talle. 

Mr. Tatie. Thank you. 

The Cuarrman. Mr. Multer. 

Mr. Murrrer. Mr. Mason, and then only to the same extent as an 
individual homeowner has a tax advantage ? 

Mr. Mason. That is correct, Mr. Multer. 

Mr. Muurer. I would like to have you develop a little for us the 
point Mr. Patman touched upon, Mr. Mason, with reference to out- 
standing commitments or certificates of eligibility which have been 
issued at the time of the change of the law, as to how it affected vari- 
ous builders and their projects, and then also I ask you to submit to 
us, or have your staff do it, a proposed amendment that would cover 
the situation so that those people would not be left with an investment 
that they can’t recoup. 

Mr. Corr. Are you speaking of Wherry Act, Mr. Multer ? 

Mr. Mu rer. No, cooperative housing, and any others, under the 
other sections, who may have made large investments, and who were 
left out when we changed the law. 

Mr. Mason. I am sure, Mr. Multer is aware that cooperative hous- 
ing has never been an easy program. It is not something that you 
just start out today and decide to do. It requires putting a lot of 
people together, as well as building a project, and FHA, under the 
old law, in working with these people, in order to furnish this en- 
couragement to them, issued what was called an unsigned letter of 
eligibility. It had no official standing, and was just a sort of a token 
thing which indicated that the project was under consideration. 
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But based on this many people did go ahead and had naturally pro- 
gressed quite a way on these projects, and now those people find that 
it is not possible for them to carry through those projects under the 
existing law, and they have a natural reluctance to start all over again, 
as would be the simpler way, perhaps—I mean, they could move the 
»roject to some location where it would be more economically possible, 

mut that presents problems to them, so they just sit back and do noth- 
ing, and, naturally, they have a loss on the plans, and preparations 
that they have been through. 

Is that the thing that you wanted me to cover / 

Mr. Murer. Those people have also paid substantial fees to your 
agency which cannot be recouped. They have also made substantial 
investments to bring in facilities and utilities to the proposed project, 
which they can’t recoup unless the project goes forward. 

Mr. Mason. Some of them have certainly ; yes, sir. 

Mr. Mutter. It is your opinion that these people are entitled to 
some help, and should get some help by way of change in the statute 
so they can go ahead with those projects / 

Mr. Mason. It is my feeling that if we want cooperative housing 
built—and I think there are a number of people who do—that this 
would be an excellent way to get more cooperative housing built. 

Mr. Muurer. And an indication of the desire of that housing is not 
only the pressure from the builders who would like to go ahead, but we 
have also communications from the proposed occupants or cooperative 
owners, who are asking for help so that the projects can get underway. 
Isn’t that so 

Mr. Mason. That is correct; yes, sir. 

Mr. Murer. Did you have an opportunity to examine H. R. 2638, 
Mr. Mason? That is my bill. 

Mr. Mason. I have not studied this one, Mr. Multer, I am sorry. 

Mr. Cote. Mr. Multer, I know of the bill; and the agency hasn’t 
analyzed it. May I say to you that we do not look with favor upon 
setting up a new National Mortgage Corporation for housing coop- 
eratives. As I said to Mr. Patman, we want to and will do every- 
thing we can to work with the committee and you to do what can be 
done to assist in carrying out cooperative housing. 

So if you would like to have us and our staff work with you during 
your deliberations we will be glad to do so. 

Mr. Murer. Well, I know from past experience, particularly when 
you were on this committee, and joined in the report on cooperative 
housing, that your sympathies are for that kind of project, and we 
in the committee I think would like to work out the mechanics of it 
to make sure that that kind of housing can go ahead. 

May I say this: Since I haven’t hesitated to find fault with govern- 
mental agencies from time to time, I want, at this time, to give you a 
little pat on the back and say that during the Easter holidays, I visited 
Puerto Rico, and I went through their housing projects, and not only 
were the people there very happy about your cooperation and the work 
your agency is doing, but the Government officials there could not say 
enough in praise of the cooperation you were giving them in helping 
them to clear up their housing situation. | 

Thank you, Mr. Chairman. 

The Cuatrman. Mr. Kilburn. 

Mr. Kirsurn. No questions. 
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The Cuarrman. Mr. O’Hara. 

Mr. O’Hara. Mr. Mason, I notice on page 2 of your statement that 
the volume of FHA title I insurance has decreased in the last few 
years. Did that decrease come from the unfavorable publicity in con- 
nection with that program ? 

Mr. Mason. It might have come from that, sir. One never knows, 
but I suspect that the greatest volume of the decline came from the 
fact that we now will not insure many items which we did insure be- 
fore, and did a substantial volume in. But to say to you definitely 
that the other is not true would not be possible, of course. 

Mr. O’Hara. What items were decreased 4 

Mr. Mason. I can’t recount each one of them, sir; but swimming 
pools, patios, fire alarm systems were things that we felt were trouble- 
some. Not that they necessarily were not good items, but they pre- 
sented problems in selling that were subject to abuses. 

Mr. O’Hara. Mr. Cole, I am particularly interested in housing for 
the senior citizens, and I might say that a bill sponsored by 12 mem- 
bers of this committee has met with what appears to be wide public 
approval, judging by letters received from all parts of the country. 

Have you had the opportunity to read that bill, Mr. Cole ¢ 

Mr. Coir. Yes, I have. We would prefer to take it up in a few 
minutes, under the public housing feature, because Mr. Slusser will be 
with me here at that time and you can question both of us, or if you 
prefer I can comment on it. 

Mr. O’Hara. I merely bring it up to call it to your attention, and 
I think we can discuss it when we take up public housing. 

Thank you very much. 

The Cuarrman. Mr. McDonough. 

Mr. McDonoveu. Mr. Cole, did I understand you to say, in reply to 
Mr. Rains, that with the expiration of title VIII that the jurisdiction 
of all future projects would be under the Department of Defense ? 

Mr. Coir. No, Mr. McDonough, the Congress hasn’t yet determined 
what program should be carried out in the future with respect to mili- 
tary housing. 

There are a number of proposals now before Congress. One of 
them, of course, is housing through direct appropriations. The other 
is a bill which has been introduced both in the Senate and in the House 
which would provide for a housing program which the military would 
program, develop, and which would be insured by FHA but guaranteed 
by the Department of Defense. 

What finally will be the legislation approved by Congress, I don’t 
know. I merely say that from the agency’s point of view we think that 
title VIII should be abandoned. 

Mr. McDonoven. Well, those projects that are now in existence are 
under your jurisdiction ? 

Mr. Corr. Oh, yes. 

Mr. McDonoveu. I have had some complaints from some Wherry 
projects in California that because of the requirement that oceupancy 
must be for not less than 30 days, that in many instances where the 
project is isolated from any other housing facilities the personnel that 
comes on the base that may be necessary, for instruction work, technical 
services, and so on, may not be there for 30 days, and I have proposed 
an amendment which makes the time less than 30 days for occupancy 
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for that kind of personnel, providing you would outline the regulations 
for that occupancy. 

Would you object to that kind of an amendment ? ; 

Mr. Cotz. Mr. McDonough, it would change the present philosophy 
and policy on Wherry Act housing, which was to be constructed for 
permanent personnel. We would take a look at it. I know that the 
problem which you mention is an acute one and a serious one. I don’t 
know all of the problems which FHA might find in connection with it. 

Do you have any comment on it, Mr. Mason? 

Mr. McDonovcu. The present requirement is that occupancy must 
be for not less than how many days? 

Mr. Cote. Thirty days. 

Mr. McDonovucu. And it must be military personnel ? 

Mr. Coz. Yes, sir. i 

Mr. McDonoucu. These people that I am talking about are auxiliary 
to the military personnel, they are technical personnel, who are needed. 

Mr. Cote. May I interrupt? I have been advised that it may be 
civilian personnel as well. 

Mr. McDonovucu. Well, many times these people are auxiliary to the 
military personnel and are necessary. There is no other place for them 
to be housed, and it seems a practical thing, and it certainly wouldn’t, 
in my opinion, interfere with the original purposes and intentions of 
the Wherry Act at all. 

Mr. Mason. Mr. McDonough, this could be handled, but it sort of 
puts us in the hotel business. 

Mr. McDonoveu. I understand it does, but at the same time what 
are you going to do where personnel is needed on the base, and there 
is no place to housethem? Itisa problem. 

Mr. Cote. It is really an acute problem. 

Mr. Mason. It would take legislation, Mr. McDonough, because the 
current provision in the law on transient occupany does cover all types 
of FHA loans. 

Mr. McDonovenu. In reference to the 35,000 additional public hous- 
ing units—— 

r. Cote. Mr. McDonough, we agreed with the chairman that we 
would take up each item when I have each Commissioner present, if 
that is satisfactory. 

Mr. McDonoveu. Can you tell me what your experience has been 
since the 1954 act was passed on low-cost housing? The lower-cost type 
of housing included in that bill. ’ 

Mr. Cot. It hasn’t been very satisfactory. 

Mr. McDonoveu. What has been the problem ? 

Mr. Corr. I must say this, that experience is yet to be had. I am 
encouraged by a number of inquiries which we are having now from 
various communities and localities, and from industry itself. 

I think a great deal can be and will be done. At present, however, 
the program is moving along rather at a leisurely pace. 

Mr. Mason. I think, Mr. McDonough, that this is natural and to be 
expected. It takes industry, which this bill is written for, a little 
while to get off dead center and get going on any project. 

Mr. McDonoven. You mean we haven’t passed the cycle where 
the program can actually get into operation ? ‘ 
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Mr. Cour. That is our judgment. In other words, I think the 
leisurely pace was expected, and also necessary to get the program 
into operation. 

Mr. McDonoven. Do you think it is the result of public demand 
that there is more demand for more costly housing than there is for 
that type of housing ¢ ? 

Mr. Cote. Certainly there is very strong demand for a little higher- 
priced housing. I don’t mean to say that there isn’t a strong demand 
for the low-cost house, there is a great demand for it, but also there is 
demand for a little higher-priced house, too. 

Mr. Mason. Mr. McDonough, that means more space, and the grow- 
ing American family needs more bedrooms, which adds to the cost 
of the house. 

Mr. McDonovceu. That is right. There are two things I think in 
the 1954 act that would make it very possible in some parts of the 
United States to do away with public housing altogether. You have 
the slum clearance and rehabilitation, and modernization of blighted 
homes in congested areas, and you have the low-cost housing program, 
both of which should supply the needs for a lot of people that would 
otherwise have to go into public housing units if those two titles were 
not developed. 

Mr. Coxe. I am very enthusiastic and very optimistic about the 
possibility. 

Mr. McDonoveu. That is all, Mr. Chairman. 

The CHatrmMan. Mr. Vanik. 

Mr, Vanix. I will pass now, Mr. Chairman. 

The Cuatrman. Mr. Betts. 

Mr. Berrs. Just to carry one step further Mr. O’Hara’s remarks 
about title I, I think since the last time you were up here we have 
that coinsurance feature ; isn’t that correct ¢ 

Mr. Mason. Yes. 

Mr. Berrs. That has probably done as much as anything to offset 
the difficulties ¢ 

Mr. Mason. Well, this is one of the matters which can be debated 
again. We have had some few lenders who have gone to their own 
programs rather than ours, but we do not feel that the volume of this 
is substantial, and we don’t feel they went necessarily because of the 
coinsurance, but because of the ability that they had to finance these 
other sorts of selling programs, which FHA was unwilling to sell. 

For instance, we will not now insure a loan until the man has been 
in the house for 6 months, and there is a certain demand for some 
things that the builder leaves out, which can be financed under a 
separate program, It runs into considerable volume. 

Mr. Berrvs. Is that a regulation ? 

Mr. Mason. That isa statue, sir. 

It was done to prevent abuses under the act. 

Mr. Berrs. Do you think that coinsurance feature is working out 
very well? 

Mr. Mason. I think it is working out very satisfactorily. We find 
the banks taking a better look at the people that they make loans to, 
which is the reason for this. The reason for this coinsurance was 
not so much the money the bank was going to lose, as the fact that the 
officer of the bank now has to account to his directors when there is a 
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loss, and this puts him on notice with them, and it is one of those 
corollary things that really works and makes him look at the person 
he is loaning to a little more carefully than he did when it was 
something where if he had a loss it never showed up in his records. 

Mr. Berrs. That is all, Mr. Chairman. 

The Cuatrman. Mr. Bell. 

Mr. Betz. In my district—.and I suppose in others throughout the 
country—the military, in this particular case the Navy, has reacti- 
vated and expanded its airfield, and in this particular case a rather 
small town is involved, and the facility needs additional utilities to be 
furnished by the city—paving, fire protection, sewage, water, and re- 
lated facilities. 

Does your agency have any money available to assist the cities in 
such a case ? 

Mr. Cote. We have had. We will comment on that later in our 
testimony. 

Mr. Betz. I am very anxious to know about that because it works 
a great hardship on a small town to have to take care of these utilities 
when the military does enlarge a base substantially. 

Mr. Corr. Yes, the FHA has no authority. The community facili- 
ties administration has had, and at present does have some, but the 
money is about done. 

We will discuss that a little later, Mr. Bell, when Mr. Hazeltine is 
here. 

Mr. Bevx. All right. 

The CHatrmMan. Mr. McVey. 

Mr. McVey. I have just one question at this time: 

This bill is essentially an amendment and continuation of legisla- 
tion already passed. I am wondering if work of this character has 
reached the point where in the foreseeable future you feel we might 
abandon this type of work altogether? Or is this a permanent under- 
taking with us all ? 

Mr. Mason. Mr. McVey, in my estimation this part of the National 
Government’s program is important to the whole economy of America, 
and as such it needs to be continued. 

Mr. Coir. Are you speaking of FHA as a whole? 

Mr. McVey. I am speaking of the provisions in this particular bill, 
H. R. 5827. 

Mr. Corte. Mr. McVey, speaking for the Administration, we think 
FHA is an important agency in the Government, and for the benefit of 
the people. We see no reason why there should be any consideration 
of the abandonment of FHA, is that is what you are talking about. 

Mr. McVey. Well, I took it for granted that you didn’t see any 
reason for abandoning it right now, but my question related to the 
foreseeable future. 

Mr. Corr. Well, one other policy of the Administration is that we 
believe that private industry, private enterprise, should be given every 
opportunity to do the job, and that when we feel that Government 
can get out of a program, can remove itself from a program now car- 
ried on by the Government, we should do so. 


We don’t see that today—I don’t see it in any immediate future with 
respect to FHA. 
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Mr. Mason. Mr. McVey, this act keeps business in business, rather 
than actually replacing business with Government. In all cases FHA 
loans are made by private banks. This just provides that private 
banking with the opportunity to make this loan, with their depositors’ 
money, without taking an undue risk, and still give the citizen of this 
country a little better break than would be possible if it were just a 
hard, cold banker who had to be absolutely sure of the safety of the 
loan. 

I look at it as really not Government replacing business, but Gov- 
ernment simply assisting business to do a fuller job. 

Mr. McVey. That is all. 

The Cratrman. Mr. Hiestand. 

Mr. Hiesranp. I would like to ask if you have had any evidence 
that the present owners of Wherry housing projects are fearful of 
getting badly hurt by the discontinuance of the program and the re- 
placement by military housing? 

Mr. Mason. It would be perfectly natural that they would feel this 
way, and I do have evidence, from the remarks of many of these 
people, that they are concerned, and I think Congress should, if it 
passes whatever legislation it passes, be sure to provide some measure 
of protection for existing Wherry Act housing. 

Existing Wherry Act housing was limited in cost. Any new pro- 
posed legislation, such as that supported by direct appropriation, or 
that supported by one of the measures which has been proposed, pro- 
vides for a more expensive structure to be built, and it would be per- 
fectly natural, therefore, for everybody to want to live in a nicer hous- 
ing, and we believe it is important to protect the projects which have 
been built. 

We also believe it is important to protect communities, not to sup- 
port uneconomic housing, which in some cases has arisen, but to pro- 
tect good projects in those communities, and not to build stuff, in other 
words ,which is not needed. 

Mr. Hresranp. How can those who are now being hurt be helped ? 

Mr. Mason. Well, they are not now being hurt, I don’t think, Mr. 
Hiestand, but the proposal was, if the Wherry Act method of Wherr 
Act housing is abandoned, how would you protect them, and I thin 
it could be done by simply writing a requirement in the legislation 
that if the present project is to be superseded, that the military would 
have to take it over, perhaps, or something of that kind. I am sure 
my staff would be glad to work with the committee in considering 
something of this sort. 

Mr. Hiestanp. Thank you. 

That is all, Mr. Chairman. 

The Cuarrman, Mr. Nicholson. 

Mr. Nicnorson. Did I understand you to say that we are going to 
have this with us always? 

Mr. Cotz. FHA? 

Mr. Nicwotson. This housing problem. 

Mr. Cox. We are always going to have housing problems, Mr. 
Nicholson. I don’t frankly, Mr. Nicholson, looking at it practically 
and realistically, I don’t see any movement on the part of Congress 
or the people of the country, or the Government, or this Administra- 


ro _— any present conceivable future, that FHA will be aban- 
doned. 
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Mr. Nicuotson. Do you think the Congress is out of step with what 
people are thinking ? 

Mr. Corn. No, I don’t in this instance. I think the people want 
FHA, and I think the Congress does, and I am sure the Administra- 
tion does. 

Mr. Nicnotson. Three times we have had in the Congress, lately, 
public housing. The Government was going to build so many houses, 
and it has been turned down three times. Still they come back. Which 
is probably an admission to me that they don’t think Congress knows 
what it is doing. 

Mr. Coir. No, Mr. Nicholson, I am addressing myself now solely 
to FHA, and we will come to public housing in a minute. 

I may comment on that, as a policy—Congress is the one that makes 
the decision, and the Administration can make a recommendation— 

Mr. Nicnoison. Well, we were on this committee together some 7 
or 8 years ago. Of course, I am just back and I am green again, but 
it seems to me that in those days we were only building about three- 
quarters of a million houses, and in the past 2 or 3 years I am told 
we are almost up toa million and a half houses. 

Mr. Coir. We are on a rate now of approximately 1,300,000. 

Mr. Nicnotson. So that apparently private industry is meeting the 
housing situation pretty well ? 

Mr. Core. Private industry is doing a remarkable, wonderful job 
in producing housing for this country. 

Mr. NicHoison. I would like to ask.what is going to happen when 
this emergency is over, and we don’t need these defense establish- 
ments, or perhaps so many Army camps? What are you going to do 
with the houses that were built in those localities? Tear them down? 

Mr. Corr. That is a very important and difficult question. 

Mr. Nicuotson. There is nobody there, what are you going to do 
with them ? 

Mr. Coir. Mr. Nicholson, some of them can be absorbed. The 
Wherry Act was enacted by Congress to meet that very problem. 
You must remember that when the war began there was a great ex- 
pansion of Military Establishments, of Defense establishments, manu- 
facturing establishments, and so forth, to support the war effort. 

Congress believed, and I believed at that time, that the workers 
in the Defense Establishments, that the military, should be housed. 
In that regard, then, they must be housed immediately. Expansion 
had to occur rapidly. Therefore, even though the military might 
change its minds about where a given base w ould be located; the im- 
portant part was to get the people housed, and if certain mistakes 
were made, or certain changes in plans were made, that the Govern- 
ment should take the responsibility of bearing the cost. 

This was a risk knowingly undertaken by the Congress, when this 
type of housing was programed. 

Now, what fappene te to it? Wedon’t know. Nobody knows. We 
think that it is possible that certain things can be done, but let us 
assume that there was a military base set up at some very remote area, 
and it was very important in the defense of this country, and for the 
security of this country. Let us just assume these facts. People had 
to be moved there. The military personnel had to be moved there. 
Why? For the protection of this country. 

63137—55——_3 
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Now, when the military finds that this base is no longer needed it 
seems proper and right that they should be moved out. When they 
are the housing may be there. This was a risk, underwritten by the 
Government, for this purpose. 

Mr. Nicnotson. So we have to build a house for somebody every 
time they move; isthat it? The Government ! 

Mr. Cote. I don’t think that is quite it. 

Mr. McDonovuen. Will the gentleman yield ¢ 

Mr. Nicuotson. Yes, I am all through, anyway. 

Mr. McDonovuen. Mr. Cole, didn’t we go through that experience 
so far as the Lanham housing is concerned ¢ 

Mr. Coir. Yes. 

Mr. McDonouen. Aren’t we now going through with disposing of 
housing that was needed at the time, but is not now needed, as far 
as colleges are concerned ¢ 

Mr. Coie. Very true. 

Mr. McDonovau. So it has gotten to the point where housing is 
just as essential as a suit of clothes. You have to have housing for 
people, just as you have to have clothing for people, where they are 
put in remote areas. 

Mr. Corr. I think so. 

Mr. Nicuotson. We don’t buy any suits of clothes. 

The CuatrMan. Mrs. Griffiths. 

Mrs. Grirrirns. I have no questions, Mr. Chairman. 

Mr. Core. Mr. Chairman, if you have completed on FHA—— 

The Cuarrman. Mr. Cole, to what extent as you think there is a 
shortage of decent housing in the United States now ? 

Mr. Cote. Mr. Chairman, I think there is quite a shortage of decent 
housing. 

The CuarrmMan. You don’t consider that we have reached the satu- 
ration point? 

Mr. Coiz. No, I do not. There is a great shortage of decent hous- 
ing for people in America. I may say to the Chairman that the sta- 
tistics which are available, by and through the Bureau of the Census, 
give certain figures about the numbers of housing that are deteriorat- 
ing, dilapidated, and so forth, indicating quite a large number of 
housing that could and should be replaced. 

Frankly, I think it is one of the great housing markets of the 
future, the removal of dilapidated housing which is now a part of 
the inventory. 

The Cuatrman. Is there a surplus of housing in some areas, and 
a shortage in others? 

Mr. Corr. Yes. The surplus, as Mr. Mason so ably pointed out a 
while ago, in our judgment, is not great. It is in a specified few areas. 
but not great. 

Mr. Mason. And is being absorbed, Mr. Spence. 

I would like to add to Mr. Cole’s statement, that we find in surveys 
undertaken by various Government groups that vacancy ratios in our 
cities are still very, very low. They are so low as to indicate, cer- 
tainly, that there is a future market, even in these cities which we 
think of as fully built. 

The CHatrman. Is that largely accounted for, the variation between 
shortage and surplus. because of the shifting population ¢ 
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Mr. Mason. Our population does shift rapidly, Mr. Spence, from 
area to area, and this does call for need for housing, and does create 
housing surpluses. 

The CuHairMan. Are there further questions ? 

Mr. McDonovuen. Mr. Chairman, I would like to ask Mr. Mason a 
question. 

The Cuarmman. Mr. McDonough. 

Mr. McDonovcu. What is the situation, insofar as the saturation 
of housing is concerned, in southern California? 

Mr. Mason. Well, I can’t comment specifically, Mr. McDonough, 
on that situation without getting the facts exactly for you. 

Mr. McDonoven. Has your attention been called recently to any 
evidence that it has reached the saturation point ¢ 

Mr. Mason. I would say that I wouldn’t want to comment with- 
out having the facts to present to you, but I would be very happy to 
get them for you, Mr. McDonough. 

I believe that San Diego has some extra housing of sorts. 

I want to point out, Mr. McDonough, that we get too much $12,000 
housing in an area and not enough $9,000 housing, too. You know 
that, of course. You can have too many of one kind and not enough 
of another. 

The CHarrman. Are there further questions ? 

Mr. Mason. Further, I might say, that in San Diego we have too 
much rental housing around the naval base. 

Mr. McDonoven. The FHA regional office in Southern California 
has complained to me about the backlog on processing loans, and I 
remember speaking to you about that the last time you were before 
the committee, and you said you were doing something to correct. it. 

Then I was also informed that it was relieved to some extent, but 
another situation had developed, where your appraisers were not in 
the kind of category to employ the right kind of men to do the job 
speedily enough. 

Has that been corrected / 

Mr. Mason. Well, in answer to the first question, my Los Angeles 
office announced last week that it was on a current basis—that is 14 
days’ processing—which I think is a real tribute to our new director 
who took a disorganized office and has done an excellent job with the 
help the Congress gave us in the form of an appropriation. 

We are meeting the second part of your question, sir, by reorganiza- 
tion and reappraisal of these situations, under which we have been 
able to change responsibilities and to provide a better classification 
for these technical people that are doing this work. This reorganiza- 
tion is just being accomplished. I have in Washington today the 
directors of all my insuring offices. I shall be with them presently 
and they are meeting to discuss how they carry through, and to get 
the enthusiasm and understanding they need to carry out this program 
that we have. 

Mr. McDonovuen. Thank you. 

Mr. Woxcorr. Mr. Cole, we are building at an annual rate of 
1,300,000 units ; is that correct ? 

Mr. Core. Yes, sir. 

Mr. Woxcorr. This committee has always thought, in recent years, 
that the economy could absorb, for the next 10 years, starting 2 years 
ago, about a million units annually, and that the saturation point 
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might be reached in 10 years. Have those figures been revised in any 
manner? Due to the fact that we are building at the rate of 1,300,000 
units a year? 

Mr. Patman. Mr. Wolcott, may I inquire who submitted those 
figures, “a million units a year” ? 

Mr. Wo corr. I think it was generally accepted on the Joint Com- 
mittee on the Economic Report that we could absorb a million units 
a year. Then when we started building at the rate of 1,300,000 units 
it became apparent that we were building at a greater rate. 

Have you revised those figures, and can you tell us when we will 
reach the saturation point, on the basis of the new figures ¢ 

Mr. Corr. Yes, Mr. Wolcott. As you are aware, the housing mar- 
ket, and its relation to the economic structure of the Nation, are very 
important to this Agency and the Government. We have been study- 
ing the question very seriously, and constantly with others in the 
executive branch of the Government charged with this responsibility— 
the Council of Economic Advisers, the Federal Reserve, the Treasury, 
and others in the executive branch of the Government—and, first, the 
statistics available are not of the best. That is an understatement. 

We would like to have better statistics available to those people 
who understand the programs and the impact of construction upon 
the economy. 

But with all of the information and data available, and may I say 
that we have recently stepped up our own machinery to obtain more 
and better information, with the information available it is our judg- 


ment that the economy can and will be able to absorb 1,300,000 units 
a year. 


Mr. Wotcort. For how long? 

Mr. Corr. We think between now and 1960. We think it can be 
done. 

Now, as you know 

Mr. Woxcort. If we proceeded at the rate of 1,300,000 units a year, 
then, we would reach the saturation point in 5 years instead of 10 
years. In other words, we would reach the point where we are meet- 
ing the demand, in 5 years, instead of 10 years, or 8 years from now. 

Mr. Cote. No; I don’t think I would put it that way, even. 

Let me explain one characteristic of the market which may not 
have been examined as closely and carefully in the past, because the 
program was not moving along, as we think it will. We think there 
will be quite a large removal from the housing inventory of the 
dilapidated homes. 

Secondly, we think there is a strong demand for a little larger home, 
a little better home. 

We think that the formation of the families will, of course, con- 
tribute to this, but also there has been and will be a continuing 
undoubling of families in the country, together with the continued 
high level economy, high level employment, and our opinion is that 
we can for some considerable period of time sustain the 1,300,000 units 
annually. 

We don’t put it on any cutoff date. We don’t say that it will be cut 
off at a particular time. ee 

Mr. Wotcorr. You imply that we might reach that point in 5 years? 

Mr. Cote. Not necessarily. In 1960 we will have arrived at the peak 
of the family formation again. 
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Mr. Wotcorr. Weare at the low now ? 

Mr. Coxz. It is beginning to approach that. 

Mr. Berrts. Peak of what? 

Mr. Cotz. Family formations. 

Mr. Wotcorr. They are at a low now. The war babies are not yet 
at the age bracket where they are forming families. 

Mr. Coz. Mr. Wolcott, 1 think in a market where we have a very 
high level of production it is important that we look at it very 
sarefully. 

Mr. Wotcorr. Has your Agency, or the Census Bureau, or any 
other agency of the Government, made a survey to determine where 
all these families are coming from that are going to take up these 
1,300,000 units ? 

Mr. Coir. No, we have no information on it. 

Mr. Wo corr. Is there any information in Government on that 
point ? 

Mr. Corz. I doubt if the Bureau of the Census has any study which 
would meet the question that you are raising, Mr. Wolcott. 

Mr. Woxcorr. Would it not be interesting to know where these 
families are coming from, whether they are coming from rental units 
to homeownership, whether they are coming from new family forma- 
tions, whether they are coming from presently owned and occupied 
homes to new homes? 

I ask that primarily because when we passed the Housing Act of 
1954 we thought we were enacting a housing act that would end all 
housing acts, and we are building at a rate now such that certain 
members of the Joint Committee on the Economic Report, and other 
economists, are warning us that we are overbuilding, and that we 
might reach a slump period in home production because of the impetus 
which has been given to homeownership by the Housing Act of 1954. 
This has become the $64 question. 

In other words, if we are building so many homes under the present 
law why do we need any change in the law ? 

Mr. Cote. Mr. Wolcott, to return to your original question, I think 
it would be interesting and helpful to have data and information of 
this kind. 

Any information which will help this Agency, or the others in the 
Congress, and in the executive branch to assist them in formulating 
judgments projecting into the future the requirements of the country 
would be very important and very helpful. It would help us answer 
such questions as Mr. Nicholson asked. It would help us answer the 
question the chairman asked a moment ago about the housing supply. 
It would be extremely helpful to assist industry in planning for the 
future as well. 

Mr. Woxcorr. Would you have any objection to some of us initiat- 
ing such a movement in some agency of the Government and authoriz- 
ing an appropriation sufficient to get that kind of a study ? 

Mr. Corr. Mr. Wolcott, no. I am in favor of doing anything we 
can to get any information which will assist the Congress and the 
Government to come to some more sound conclusions with respect to 
the market for housing and the credit of the Nation, or the need for 
additional housing, or the lack of such need. 
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Mr. Wo corr. I am glad you answered in that way. I assumed you 
would be willing to help us seek information which would be helpful 
to your agency. 

Mr. Corr. It is one of the frustrating things that I have found, 
Mr. Wolcott, that we do not have sufficient information. 

Mr. Mason. Mr. Wolcott, could I add to Mr. Cole’s 

Mr. Wo corr. I don’t like to follow this up because you might 
be embarrassed. 

Mr. Cote. I have been embarrassed before. 

Mr. Woxcort. If you don’t have this information how do you justify 
changes in the law? 

Oh, I will withdraw the question. 

Mr. Mason. Mr. Wolcott, could I just add to what Mr. Cole said 
about the need of these figures ? 

I am so recently from ‘business that I still know how badly business 
needs these same advices that Government is asking for, and that 
the Congress is asking for, that you suggest. 

Mr. Woxcorr. Has the agency, or do any constituent parts of the 
agency have sufficient money available to make such a survey? 

Mr. Corr. No, I think not, Mr. Wolcott. As I see such a survey 
it would require—I haven’t any idea how much, but I am sure it 
would require a considerable amount of money. 

I would be happy to pursue it further with you and see what the 
possibilities are. 

Mr. Mutrer (presiding). Dr. Talle. 

Mr. Tate. I am interested in what you say about statistics. In 
the Eighty-third Congress I was chairman of the subcommittee on 
economic statistics of the Joint Committee on the Economic Report. 
We did our work as an assignment of the full committee, the Joint 
Committee on the Economie Report. The substance of our hearings 
was that we needed more, better, and prompter statistics. 

Mr. Corr. Correct. 

Mr. Tarte. And we have been going about it ever since, and we 
have five task forces working now. We are getting excellent coopera- 
tion from the Federal Reserve Board. 

I am wondering, in this instance, would you work with the Bureau 
of the Census, or are you equipped in your organization to point out 
what is needed in the way of information ? 

Mr. Corr. I think we have technicians throughout the agency, 
FHA, Home Loan Bank Board, and others, who could be very help- 
ful in developing, first, the type of information required, and would 
be very helpful in setting up the program. 

I would not want to give a categorical answer except to say to 
you that I think the Bureau of the Census, the BLS, or some agency 
equipped to undertake statistical gathering, data cathering, would be 
better equipped than our agency. 

Mr. Tare. I surely was pleased when the President, for the first 
time in our history. included in his budget message what is called a 
special analysis, and recommended an additional appropriation of 
4.8 million dollars for that purpose, and I do hope that the Congress 
will agree to that. 

As all of us know, there isn’t very much romance in statistics. 

Mr. Cote. Very true. 
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Mr. Tair. But if we don’t have adequate information we surely 
cannot make intelligent judgments. And I know that in the 1920's 
industry and business made decisions they never would have made 
had they had better information, We have the best statistics in the 
world. Nevertheless, they are not good enough, and whatever we 
can do to encourage the Congress to furnish money for the obtaining 
of that information would certainly be forward-looking and con- 
structive. 

Mr. Cox. Dr. Talle, Mr. Wolcott asked and withdrew a very 
pointed question. He said how can you intelligently forecast the 
future when you don’t even know what the present is. 

May I say to you that we do the best we can, and we have some very 
intelligent, able people doing this job, but assuming that they do not 
have sufficient information then we must recognize that their fore- 
casts will be erroneous one way or the other. This is not a criti- 
cism of anybody or any program. It is just one of the things which 
we face. 

Mr. Mutrer. May I suggest that this committee with your help 
when you were on the committee, has done a pretty good job of fore- 
casting. 

Mr. Corr. I think we do a wonderful job considering some of the 
tools we have to deal with. 

Mr. Tate. I want to make it clear that I am not criticizing. Iam 
commending the President for including the special analysis on eco- 
nomic statistics in his budget message. I was delighted that as much 
money as was provided was furnished last year, and I hope the Con- 
gress will appropriate the additional 4.8 million dollars, because that, 
I feel, would be money very well spent and surely will yield dividends. 

So I will be glad, Mr. Cole, if you will make known to the proper 
authorities, and to me, your need for such information. 

Mr. Cote. Thank you. 

Mrs. Grirrirns. Mr, Chairman. 

Mr. Mutter. Mrs. Griffiths. 

Mrs. GrirrirHs. Since this is so necessary to business why hasn’t 
business developed this information ¢ 

Mr. Cour. I wouldn’t know. It is not the type of thing that busi- 
ness could do, in my judgment. I don’t think Mr. Mason meant. to 
indicate that it was useful only to business. 

Mrs. Grirrrrus. But it will be useful to them ? 

Mr. Cote. This is certainly not my idea. It is my idea that Govern- 
ment needs it more than business does, really. Mr. Mason might com- 
ment upon the business aspect of it. 

Mr. Mason. Mrs. Griffiths, I don’t believe that business can ask the 
questions in the right places to get the answers, and that is the reason 
business can’t do it. This is one of the things that business has to 
depend on Government for. Business cannot work without Govern- 
ment, Iam sure of that. 

Mrs. Grirrirus. Why can’t they ask the questions directly, Mr. 
Mason ? 

Mr. Mason. Because they are not able to get the answers that are 
required, I mean businessmen can’t go and ask questions as a census 
taker asks questions. 

Mrs. Grirrirns. Why can’t they ? 


Mr. Mason. Well 
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Mr. Coxe. I will answer that. They don’t have the legal right to, 
and they would absolutely refuse to answer. 

Mrs. Grirrirus. Who would refuse to answer / 

Mr. Corr. The business people would refuse to answer. 

Mrs. Grirrirus. You mean they won’t cooperate with other 
business people ? 

Mr. Core. Absolutely they won’t cooperate with their competitors. 
They won't do it. 

You see, the reason that the census can do it is it is the law. In 
addition to that, a businessman, not only being required legally to 
answer, knows that his answer will not be used against him com- 
petitively. 

May I say that many of the trade organizations do have and are 
moving a long way toward securing cooperative programs where they 
develop and gather information, but they have a right tough time 
getting it done. 

Mrs. Grirritus. Well, if this information is used as information 
when the Government gathers it, isn’t it used competitively ¢ 

Mr. Corr. No. 

Mrs. GrirrirHs. Why not? 

Mr. Corr. Because the businessman who gives an answer knows 
that that answer cannot be used individually against him. This be- 
comes a statistic available as a part of an overall statistical data. 

Mrs. Grirritus. What kind of answers would you be gathering that 
might embarrass a man individually ? 

Mr. Corr. I don’t know. There would be a lot of them. In some 
of them, I have no brief for the fact that the businessman won’t answer. 
I just say that he won’t answer. 

Mr. Mason. What was your production last year? How many 
squares of shingles did you make? Things like that no businessman 
wants to tell his competitor. What was your cost? This is the kind 
of information 

Mrs. Grirrirus. If they are going to pay the bill themselves, I think 
they would answer. E 

Mr. Mason. I fear that businessmen would question whether they J 
have a right under the antitrust laws to answer these questions, too. . 

Mr. Cote. It is quite an interesting procedure. 

Mr. Tair. Mr. Chairman. 

Mr. Mutrer Mr. Spence before leaving suggested that we adjourn 
at 12 and resume at 2:30 Would that be agreeable to you gentlemen ? 
We will recess at this time and reconvene at 2: 30. 

(Whereupon, at 12:03 p. m., a recess was taken in the committee 
until 2:30 p.m. of the same day.) 





AFTER RECESS 


The committee met at 2:30 p. m., the Honorable Paul Brown 
presiding. 
Present: Representatives Brown (presiding), Patman, Multer., 
O’Hara, Reuss, Mrs. Griffiths, Vanik, Bell, Wolcott, Gamble, Talle. 
McDonough, Betts, McVey, and Hiestand. 
Mr. Brown. The committee will come to order. 
Mr. Multer, do you have some questions of the witness ? 
Mr. Moutrer. Yes, indeed, Mr. Chairman. 
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I believe just prior to recess we were talking about what we could 
expect by way of new building in the years ahead, and how fast it 
might catch up with the demand. 

] think it would be well to put in the record at this point this brief 
excerpt from this committee’s report in the 81st Congress, in which 

sald as follows: 


Attempting to get some measure of the magnitude of our present and prospec- 
tive housing requirements, your committee had available to it comprehensive 
studies and investigations of the Joint Committee on Housing. This data and 
other material made available to your committee leads to the conclusion that 
the Nation must be prepared to build or rehabilitate at least 1,300,000 nonfarm 
dwelling units and between 200,000 and 300,000 units a year each year from 
now until 1960 if substantial progress is to be made in bettering our housing 
conditions, 

Then in 1954 when Mr. Cole was before our committee he indicated 
that it looked as though, and I quote: 

If you build a million houses we are satisfied we will be producing and con- 
suming in our present economy a commodity which is essential. 

In light of things since that time I think it is fair to say we are not 
overbuilding if we build 1,300,000 nonfarm dwelling units a year. 

Mr. Corx. | don’t believe we are, Mr. Multer. 

Mr. Mutter. Of course, you can’t help but catch up in some areas, 
and you people acting for FHA under the law will have to say “No 
more FHA insured loans in that area.” While you may be caught up 
in one area there will be other areas where you must go on and give 
every possible encouragement to building new homes there. 

Mr. Corr. That is true. That is the point that Mr. Mason made 
earlier in his testimony and may I add I think both the Government 
and industry has a responsibility to examine the market carefully, 
and if I were a builder I would certainly like to know whether or not 
a given type of house, size, price, location, fit the market of that par- 
ticular community. That is part of the operation of examining the 
market. 

Mr. Mutter. When you were before the committee earlier, Mr. 
Cole, I think you told us you had not yet set up your program under 
section 220. I think you used the words “you were not programed.” 
When do you anticipate any building under that program ? 

Mr. Corx. We have made considerable progress. May I say there 
are still some problems involved in the 220 program. These problems 
primarily resolve around the attraction of sponsors in the large cities, 
particularly in those cities which have heretofore had title projects, 
either approved or partially completed along the road, and then for 
one example the land valuation changes between the time that they 
purchase the land and now, when they are ready to build. 

There are many problems involved, but I think that FHA and the 
Urban Renewal Administration and the Office of the Administrator 
now sees the possibility that these will soon be approved and under- 
way, or many of them. 

We are not satisfied that all of the problems have been licked, Mr. 
Multer. The criteria of value and the obvious desire of the contractor 
or sponsor to be sure that the valuation placed upon the project ap- 
proximates his cost, together with many other roadblocks and difficul- 
ties, have caused considerable complex problems to arise. 
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Mr. Mason. Could I add, Mr. Cole, that the problem is not only one 
of big projects, but getting industry interested in doing the smaller 
work that goes along with it, and we really expect a big upturn in that 
part of the program very quickly. 

Mr. Mutter. Surely in those areas where new dwelling construc- 
tion is about caught up with the demand, there you can expect that 
there will be more modernization of older buildings ? 

Mr. Mason. That is what I was speaking of, Mr. Multer. 

Mr. Mutter. I notice with reference to section 221 you suggest the 
elimination of the cost certification requirement. 

Mr. Mason. On single-family houses. 

Mr. Mutrer. While we might not have the situation today, don’t 
you foresee that a situation may develop where a particular area may 
get overbuilt with multifamily and one-family homes, and there if 
you don’t have that cost certification you may find yourself in a situa- 
tion in a falling market in a particular area of taking the appraised 
value and giving a mortgage on that basis, where the house is actually 
selling for less? We may run into a smaller scale of this so-called 
mortgaging out business again, where a seller may actually be able to 
place a mortgage in excess of the actual resale price. Don’t we want 
to keep in this law some such limitation so that under no circum- 
stances, no matter what the appraisal or cost may be, you will also 
have your mortgage within either of the amounts, whichever is the 
lesser ¢ 

Mr. Mason. Mr. Multer, as you know the FHA mortgage is based 
on the lower of 3 concepts, and 1 of those is the value of the 
house—the market value—so the mortgage in a single-family house 
cannot be greater than the sales price. 

If we had just cost, replacement cost, it could be higher, but we 
have all three. 

Mr. Mutrer. The problem that bothers me is one which, as lawyers, 
we run across very enentie in the trial of a case where the court 
will say in regard to real property, the sale price is not proof of value. 

Your value may be $20,000. What you sell it to me for does not 
affect the value because there are so many things that enter into it. 
At the same time, if you are going to sell that house to me valued at 
$20,000 at a purchase price of $15,000, certainly you don’t want a 
$16,000 mortgage on it. 

Mr. Mason. We would not, but the FHA value is based on the re- 
placement cost or the sales price—the market price—or where the 
value is capitalized, a capitalized return, which is not so applicable 
on a single-family house but can be used, and it is based on the lower 
of these three, so that if this house costs $20,000, and would only bring 
$15,000, the mortgage couldn’t be more than based on that $15,000 
valuation. 

Mr. Coir. Mr. Multer, I think it has worked very satisfactorily be- 
cause none of the other single-family programs—single-family for- 
sale programs—contain the cost certification. This brings it in line 
with all of the rest of FHA’s single-family sale houses. 

Mr. Mo rer. Take the reverse of the incident I just gave you: 
Where your cost was $15,000, but because of the demand in the com- 
munity you can actually sell it for $20,000. 

Mr. Mason. This is a situation in which we are damned by people 
who get a very high appraisal, which is based, as you know, I am sure, 
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on the sales price, but we ourselves cannot reflect the sales price if that 
cost is lower, and people are very unhappy about it, but 1t is a good, 
sound practice. 

Mr. ica And you don’t believe that taking that sentence out 
of the law is going to have an adverse effect at some later time or ham- 
string the agency in what it is doing? 

Mr. Mason. I do not, sir. I feel it will save cost in building the 
house because cost certification costs money. 

Mr. Mutter. Just one other problem with reference to FHA that 
occurs tome. That is referred to on your statement, Mr. Mason, on 
page 3, with reference to section 5. 

Where you talk about a single mortgagor, a limitation on a single 
mortgagor, or mortgage corporation. Multifamily housing projects 
presently are limited to $5 million, and you suggest it be increased to 
$12.5 million, where the mortgagor is a private corporation. 

How would that work where you have the same builder or group of 
builders, individuals, who form a series of private corporations? 
Would each new private corporation be entitled to the maximum ? 

Mr. Mason. Mr. Multer, this is the problem which we now face 
under the present law. We have a $5 million limitation, and we have 
varying interpretations of what that means. We have searched the 
records of Congress to try to arrive at what it means, and we are not 
sure. We hope that as a result of this committee’s deliberations we 
will be warned, if you will, as to what the Congress wants us to do. 

It is not my opinion that the present law meant that there could be 
a series of people—that is, people could form 4 corporations and build 
4 projects adjacent to each other in the same market—and thereby 
have a $20 million project. I hope to get clarification from this legis- 
lation now, whereby the test would be based on commitments out- 
standing held by the same people at any one time in the same housing 
market area. 

Mr. Mutrer. I am inclined to agree with your interpretation. I 
also agree that it needs clarification, and the Congress should clarify 
it for you so you can apply the standards that should be set. 

Mr. Mason. The $12.5 million, sir, was simply taking the $5 million 
in 1934 and increasing it by the costs, which have gone up since that 
date. 

Mr. Mutrer. Thank you, Mr. Mason. 

Thank you, Mr. Chairman. 

Mr. Brown. Any other questions of Mr. Mason ? 

Mr. McDonoveu. Mr. Chairman. 

This section 5, Mr. Mason, or Mr. Cole—it is your statement, page 3, 
the third paragraph under that section 5— 

Limitation on FHA mortgages financing multifamily houses, slum clearance, or 
urban renewal areas, under 220, would increase to 50 million, where the mort- 
gagor is a private corporation. 

Would that mean that a private corporation on an urban redevelop- 
ment program could obtain the $50 million ? 

Mr. Mason. Yes, sir. It is intended that way. My feeling in mak- 
ing this recommendation is that under the rules of the statutes and 
regulations a public body can have a $50 million loan now. This private 
individual is under so much restraint—that is, he has to go through 
Mr. Cole’s office and get all that approval, etc., that he is in effect 
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acting not too differently than the public body, and that the business- 
man should have the same privilege as the public body. 

I think you understand 2 eget this is intended for large areas, like 
Chicago and New York City, San Francisco, Los Angeles, places of 
that. kind, where there is a need to develop an area in a pattern and 
let that private individual have the same right to develop it in that 
pattern as the Federal Government, or any other Government ageficy 
would have. 

Mr. McDonoven. You presume an area in a town where a $50 mil- 
lion rehabilitation or urban development program will take place? 
You wouldn't say Chicago, Philadelphia, New York, or Los Angeles 
that this would occur, but in some cities of a smaller area than that, or 
smaller population, where such project might monopolize the housing 
situation in that area. 

Take Indianapolis, for instance. 

Mr. Mason. It could, sir, without the Government requirements 
that are on this. You see, in the first place, of course, this is an upper 
limit, and the Housing and Home Finance Agency Administrator 
must approve this and, therefore, we felt, and I am sure that the safe- 
guards were there, because I am opposed to monopvly in this as much 
as this committee is, I am sure. 

I think that that is the reason for a limit, instead of asking for no 
limit, to prevent any one person from monopolizing a housing market. 

Mr. McDonoven. If the loan were granted to a corporation in a 
large city, would the $50 million be used for the disposal of some of 
the unsanitary, unlivable homes in order to rehabilitate the area, as 
well as to lay out a new subdivision and new plans? 

Mr. Mason. The answer to your question comes under the urban 
renewal program. FHA only insures loans on new construction that 
is planned and put in place. 

Mr. Coir. In other words, this $50 million limitation is solely for 
the instance of new or rehabilitated housing in this area. You under- 
stand, prior to that the Federal Government m: ly or may not have 
entered into a loan and grant program for the clearance of the land 
under the urban renewal program. 

Mr. McDonoven. The $50 million would be used for building of 
new or rehabilitated housing in that area ? 

Mr. Mason. And the land on which it stands. 

Mr. McDonoven. It wouldn’t necessarily mean, if the maximum 
were granted, would you grant for instance the maximum for one proj- 
ect, or for more than one project in the area ? 

Mr. Mason. Well, sir, there will be more loans less than $5 million 
than there will be large ones, like this. 

Mr. McDonovuen. That is all, Mr. Chairman. 

Mr. O'Hara. Mr. Chairman. 

Mr. Mason, I would like to come back for a moment to the property 
improvement loans under FHA title I. Iam very much interested in 
that phase because I have seen a first-class neighborhood deteriorate 
to a second-class neighborhood because homes were not kept in repair. 

In obtaining an improvement loan is there any age qualification ? 

Mr. Mason. Mr. O’Hara, they tell me there is no age qualification 
excepting this one written into the law by the last Congress, that the 
man must have lived in the house for six months. 
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Mr. O’Hara. That is the only qualification he has to meet? I have 
in mind cases where homes are owned by aging people with limited 
incomes. Is it possible for people in that category to get these prop- 
erty loans ¢ 

Mr. Mason. Yes, it is. It is pointed out to me that while the law 
itself imposes no restriction, Mr. O’Hara, the lending institution has 
a latitude in this. The lending institution can make its credit restrie- 
tions differently than—I mean one than the other—but the law itself 
does not provide this. : 

Mr. O'Hara. Thank you. That is the area that I desired to get 
into. sad ; 

As a matter of practice, isn’t it very difficult for an aged couple, 
without any large income, to get a loan ‘ 

Mr. Mason. I would say that I haven’t a lot of complaints on this 
score, sir, and I do get, when things don’t go right in our program— 
as I am sure you know—I mean we get told about it. 

I am aware that I think you are bringing this up is because you 
certainly come from an area where if anybody has seen deterioration 
of property you have seen it. I think it happens more rapidly in your 
area than in almost any other area in the country. 

Mr. O'Hara. All my life I have seen it. When I went to St. Louis 
as a young man, from the University of Missouri, I lived for a while 
in a cheap boarding house, $5 a week, room and board. What struck 
me was that this house, then rundown and used as an inexpensive 
boarding house, only a few years before had been a millionaire’s home. 
Later I went to Chicago and saw the building up and going down of 
neighborhoods. It comes about because people build their homes, the 
years go on, money for one reason or another is not put into improve- 
ments and the neighborhoods start running down. 

If the head of a household builds a home for his family in his 
prime and then when he is getting older cannot obtain a loan for 
improving the property the home easily can get run down and the 
neighborhood suffers. I am interested deeply in housing for the aged. 
This has some relationship. Under the present set up as regards im- 
provement loans is it more difficult for a man past the prime of life 
to get an improvement loan than one who is younger in years? 

Mr. Mason. Yes. I would say that lenders do use an element of 
discretion, certainly, in making their loans, but customarily if lenders 
are being unreasonable in their requirements constituents write to 
Congressmen who in turn take FHA over the coals and say “What 
are you doing ‘” and in that way we find out many of the things that 
are going Wrong 1n our program, and we have not had much of this— 
very little, if any—of this sort of letter. 

Maybe I will get them now. 

_Mr. O'Hara. Mr. Cole, I am sure, knows, from his own dis- 
tinguished service in the Congress, the nature of congressional cor- 
respondence and the earnestness of Members in giving it attention. 

Thank you very much. f 

Mr. Brown. Any further questions of Mr. Mason? 

Mr. Murer. I have one question, Mr. Chairman. 

Mr. Brown. We haven't been around the group yet. 

Are there any further questions ¢ : 

Mr. Berrs. I have no questions. 
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Mr. VantK. I just had one question, Mr. Chairman. 

I don’t know whether I am properly asking this question now or at 
a later time, but I would like to ask Mr. Cole specifically—I presume 
you are both going to cover this general topic—with respect to the 
number of loans that have now been granted to this time on the vol- 
untary mortgage arrangement. I think the last report we had there 
were only a few loans granted. 

Mr. Core. I think 109 is the last figure. I might be corrected. It 
is 201. 

Mr. Vanuk. 201 loans granted and obtained ? 

Mr. Coxe. Yes, sir. 

Mr. Vanrx. That is to this date? 

Mr. Cour. Yes. 

Mr. Mutter. Mr. Chairman? 

Mr. Brown. Mr. Bell? 

Mr. Bet. I have no questions. 

Mr. Brown. Mr. Multer. 

Mr. Muurer. Mr. Cole, I think throughout the years of service since 
you have been administrator you have been in agreement—and I think 
we all have—that hotels and motels, the so-called transient dwellings, 
should not come within your program. 

Mr. Core. That is true. 

Mr. Mu rrr. You know of no reason to change that, do you? 

Mr. Coir. No, we don’t. 

Mr. Mutter. In other words, you recommend we continue the same 
limitations, that hotels or motels not qualify under the FHA pro- 
gram ¢ 

Mr. Cotz. That is correct. 

Mr. Mutrer. Thank you. 

Mr. Brown. Mr. Cole, you might continue your statement. 

Mr. Corr. I am beginning on page 7. 

Under the provisions of the Housing Act of 1949, capital grants in 
the aggregate amount of $500 million were authorized to assist in 
carrying out the title I slum clearance and urban redevelopment pro- 
gram, and this capital grant authorization was made available for 
the broader urban renewal program under the Housing Act of 1954. 
The bill would increase that authorization by an additional $200 mil- 
lion to be made available on July 1, 1955, and another $200 million to 
be made available on July 1, 1956. Also, the President would be au- 
thorized to increase the authorization at any time or times by not to 
exceed $100 million. 

By May 1 of this year a total of almost $470 million of capital 
grants had been effectively committed, including a $50 million re- 
serve for possible overruns. It is almost certain that by June 30 of 
this vear * entire $500 million capital grant authorization now avail- 
able will be committed, including the $50 million reserve for over- 
runs. A commitment of capital grant funds for a project is effected 
when the original allocation of an advance for surveys and plans is 
made. The commitment consists of the reservation of capital grant 
funds for such project based upon estimates of the capital grant needs 
for the project. Reservations of capital grant funds do not represent 
legally binding obligations of the Federal Government. Such obliga- 
tions are created when a contract for capital grant is executed fol- 
lowing the completion of the surveys and plans. However, a reser- 
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vation does indicate that a project approved for planning advances 
may in the normal course of events be covered by a contract for a 

capital grant, chargeable to a legislative authorization in effect when 
planing commences, in substantially the amount reserved. To that 
extent, therefore, such capital grant funds are earmarked or com- 
mitted for such project. 

By the end of June additional capital grant authorization will be 
required for the title I urban renewal program. By the end of the 
year it is estimated that capital grants in the aggregate amount of 
$585 million will be committed, of which $60 million will represent 
a reserve for overruns. By June 30 of next year a total of $700 mil- 
lion will have then been committed, of which $70 million will con- 
stitute a reserve for overruns. Thereafter, it is anticipated that the 
commitment of capital grants will iacrease at a more rapid rate. 
The broadened scope of the program and the anticipated increase in 
the number of municipalities that will participate in the new urban 
renewal program will accelerate capital grant commitments to the 
point that the balance of the increased capital grant authorization 
now requested would be fully committed by about June 30, 1957. 

The need for legislation at this time providing for the additional 
authorization required for use over a period of more than 2 years 
arises out of the type of program involved. Many months of pre- 
liminary work are required to develop an urban renewal project. The 
local community must engage in long-range preparatory activities 
involving such matters as establishing and maintaining an appro- 
priate urban renewal organization, making surveys, preparing plans, 
revising capital improvement programs, ‘and providing funds. In 
order to undertake such time-consuming activities involving the ex- 

penditure of funds, local communities need the assurance that capital 
pits funds are authorized and will be available at the time needed 
by the communities. 

Also we do not normally make even planning advances for any 
project unless there is available adequate capital grant authorization 
to cover the project. This means that without the capital grant 
authorization the planning of many urban renewal projects cannot 
be commenced by local communities, nor can the program be car- 
ried out at an orderly and efficient pace. The additional authoriza- 
tion is thus essential to enable local communities to commence and 
carry out necessary preparatory activities and to keep the urban 
renewal program moving forward to achieve the objectives of the 
Federal law. 

Limitation on captal grant authorization for any one State: 

Under existing law, not more than 10 percent of the total title I 

capital grants authorized may be expended in any one State, except 
that an additional $35 million may be allocated for use in States where 
more than two-thirds of the amounts they could otherwise receive have 
been legally obligated. It should be noted that this amount is part 
of, and not in addition to, the amount of title I capital grants to 
be authorized. The bill would double the present $35 million amount. 
It is anticipated that by June 30 the existing amount will be com- 
mitted. 

Our Deputy Urban Renewal Commissioner, Mr. Steiner, is here 
with me, and together we will try to answer any questions you may 
have on these urban renewal provisions. 
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Mr. Brown. Do you care to comment on this section ‘ 
Mr. Core. I think not. We will just answer questions, Mr. Chair- 
man. 

Mr. Brown. I will introduce the 5-minute rule in the first go- 
round, 

Mr. Wolcott. 

Mr. Woxcorr. No questions. 

Mr. Brown. Mr. Multer? 

Mr. Murer. Yes, Mr. Chairman. 

Actually, I know the answer to the question that [ am about to 
put to you, Mr. Cole, but I think it needs stating on the record. 

We have a slum clearance project in New York that is referred to 
as the Coliseum, and we had a very bad accident there recently which 
everybody regrets. 

Some comment has been made that your agency has made no investi- 
gation with reference to that project. Will you state what the facts 
are with reference to that ¢ 

Mr. Cote. Yes, Mr. Multer, of course. 

}t was a distressing occurrence. I think some information or some 
statements were made about the situation, not realizing the background, 
the legal authority of the agency with respect to the program. 

The title I program, slum clearance, and urban redevelopment, au- 
thorizes the Government to grant money after having made certain 
preliminary loans for planning, to grant money to a community to 
clear the slums, and then permit the community ‘to redevelop. 

Of course, in the planning and in the commitments made and con- 
tracts entered into, the method of redevelopment is agreed in broad 
general terms. The agency understands and knows the type of re- 
development which will be undertaken, either by public or private 
enterprise, but the agency itself, the urban renewal agency, Housing 
and Home Finance Agency, does not in any way supervise, inspect, 
or control the construction in terms of knowing how it is built, the 
type of material—whether or not it is in place properly —that is not 
either the 1 esponsibility nor the authority of the Federal Government. 

Mr. Steiner may want to comment further than I have on the 
matter. 

Mr. Sremver. I think that is substantially the story, Mr. Cole. In 
this particular case, the redeveloper is the Triborough Bridge Au- 
thority. As you know, sir, we did approve the contract between New 
York City and the Triborough Bridge Authority. In considering that 
contract, we were particularly concerned with the value, the reuse 

value to be received for the land, and that the other statutory require- 
ments were met in that contract, but that contract would not operate 
to give us the basis for inspecting the actual construction under the 
Triborough Bridge Authority. 

Mr. Muvrer. And if there was any negligence or malfeasance or 
wrongdoing in any way whatsoever that is the problem for local 
authorities and not of your agency ? 

Mr. Srerner. Insofar as the construction of the Coliseum, yes, sir. 

Mr. Mcrrer. Once the contract is completed, in accordance with 
the contract you are called upon to make your grant, after the project 
is completed ¢ 

Mr. Sterner. Yes, sir; although a grant has been made. A progress 
payment has been made on the grant—not the total grant in this case. 
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Mr. Muurer. There is one other subject, Mr. Cole, that you might 
touch upon. It has been with us ever since we undertook a slum- 
clearance program, and that is, what to do with the residents of these 
projects that are being cleared. The problem is still with us. Of 
course, if we get enough new houses built the problem will disappear, 
but I wonder if you can’t make some suggestion to us as to writing 
something into the law to improve that situation. It doesn’t help 
any to tear down a slum ora blighted area and replace it with a middle 
cost or high cost dwelling project, and not do something for those 
residents of the slums who can’t afford to pay more than they are pay- 
ing in the slums. Unless we do that we will simply be driving them 
into another area where we will have a reproduction of what we 
tried to clear in the first instance. 

Have you any suggestion along that line / 

Mr. Coir. Mr. Multer, you pointed out what has seemed to me since 
I have been with the agency one of the most difficult, complex, and 
frustrating problems. T have said many times that we cannot sweep 
these people under the rug, and won't. I have said many times that 
unless the city shows us a feasible relocation program we cannot ap- 
prove slum clearance and redevelopment. 

Having said that, then I find myself faced with sometimes an al- 
most insurmountable problem. We might as well face it very frankly. 
It. is tough and very difficult. 

I haven't solved it, the agency hasn’t solved it, Congress hasn’t solved 
it. I don’t think we have solved it, quite frankly. I have been in many, 
many cities throughout the United States and have seen many areas 
which are rock bottom slums which must be removed, which ‘will be 
removed, occupied by people of very low income, exceedingly low in- 
come, having no place to go. 

Now, there are some things within the present law which we have, 
and I wish I had sufficient judgment or experience or knowledge, or 
whatever it may be, to advise the Congress that I knew something we 
could present to you that would solve it. I don’t. There are some 
things which we have, though, which give me a great deal of encour- 
agement, but it will take a lot of work and effort, thought and good 
will, and anything else you might want to add to it to accomplish it. 

Now, let us begin: We think that really there is a possibility in the 
rehabilitation of ‘good, sound structures in the community. Now, when 
you point out one community, as your own, you have a very difficult 
problem there. Many of those structures may be sound but to rehabili- 
tate them leaves you with unsatisfactory housing. I am sure of that, 
and yet many of them, even on Manhattan island, can be rehabilitated. 

Throughout the Nation there are many cities that have sound homes, 
soundly constructed homes, that can be rehabilitated, remodeled, and 
repaired, so that the people removed from the slum areas can find 
decent housing; this, through some of the Government operations, 
through the title 1 of FHA, through the open-end mortgage, through 
the section 220 and section 221, by use of the FHA expanded insurance 
authorization, and Fannie May take out in the event it becomes 
necessary. 

The building of low-cost, low-income housing—I said in the begin- 
ning I am not ‘satisfied with. When we introduced it last time we said 
it Was experimental. It is still in the experimental stage. It hasn’t 
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proven. I think it will and can, and I am optimistic about it. T am 
an optimistic kind of soul or I wouldn’t be in this business, I think, 
but these sort of things are about what we have to offer. 

We have certain new tools which have not yet been used either by 
private enterprise or the public or the community. We are going 
through the Nation advising the towns. We are sending teams into 
the towns from the agency to tell them what the Government has, and 
how we can help them, help them acquire land and help them acquire 
financing, and help them stir up community spirit to develop it. 

This is not a satisfactory answer, Mr. Multer. We are aware of it, 
but we just keep doing the best we can to expand the construction 
of new housing, expand redevelopment of old housing, to add to what 
we can, public housing, where it is needed, and with these tools we do 
the best we can. 

That is a long speech. 

Mr. McDonoveu. Would you yield? 

Mr. Mutrer. Yes. I think my 5 minutes are up. 

Mr. McDonovuen. In connection with that, do you think it would 
be advisable, Mr. Cole, in connection with this matter you are dis- 
cussing with Mr. Multer, to provide more liberal terms for the pur- 
chase of a home for those people who we are forcing out of their 
homes by urban redevelopment; that is, if they qualify as a displaced 
home occupant in an area, that we should provide something in this 
bill to give them more liberal terms than we would an ordinary buyer ? 

I would rather encourage those people to buy a home of their own 
in some location in that city than to seek an opportunity to get into 
public housing. 

Mr. Corr. Mr. McDonough, we do have very liberal terms under 
section 221 and I think it has a possibility of working. The program 
hasn’t yet gotten into operation. 

Mr. McDonovucu. What terms do you have under 221? 

Mr. Corr. Ninety-five percent on an existing house. 

Mr. McDonovucu. Why not give them a no payment down? 

Mr. Core. I made that recommendation last year and Congress 
didn’t agree with me on it. I thought it was a good idea, but Con- 
gress didn’t agree with me on it. 

Mr. McDonoveu. That is all. Thank you. I just asked Mr. 
Multer to yield. 

Mr. Motrer. I was through with my 5 minutes. 

Mr. McDonoven. You have had some experience up in your area. 
What do you think of no downpayment for people who are displaced ? 

Mr. Motrer. I don’t think that is the solution to it. I am opposed 
to no downpayment in the purchase of anything, whether it be an 
automobile or a house, and I think the experience of most of the lend- 
ing institutions throughout the country is that it is a bad thing to do. 

A family who can’t raise its initial downpayment, at least a small 
one, is going to fall down on the loan and you are going to get the 
building back and get it back in awfully bad shape. 

Mr. McDonoveu. You would rather put them in public housing? 

Mr. Murrer. No. That is not the alternative. A person who can- 
not afford to pay more than $10 a month per room, cannot afford to 
buy a house. You can’t build anything that that person can buy 
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with $40 a month. That sum is insufficient to pay the amortization 
on the mortgage, interest on the mortgage, taxes, and insurance—never 
mind any of the utilities. 

Mr. McDonovueu. Mr. Cole, in your experience in urban redevelop- 
ment, where you displace people, what percentage of the people that 
you displace, that had to be provided with homes immediately, and 
what percentage, because of the urban redevelopment, went out and 
bought a home of their own? 

They may be paying $10 a room, but they may be able to pay more 
than that. They may have money in the bank and want to buy ¢ 
house. 

Mr. Core. Mr. McDonough, the program is so new that we don’t 
have in my judgment sufficient statistics based upon a broad enough 
foundation to give you any satisfactory answer. However, we will 
place in the record a statement, based upon such experience as we 
have had. 

(The following tabulation was submitted for the record by Mr. 
Cole :) 





Families to be displaced from areas approved for project execution as of 
Mar. 31, 1955 





| 
| Continental | Territories 
Item Total | United and posses- 
States sions 
| 





TOTAL AREAS APPROVED FOR PROJECT EXECUTION 


} } } 








A. Projects.__- see 194 | 166 | 28 
B. Familes, per local income limits for admission to low-rent | 

public housing --. 2 51, 683 2 42,024 9, 659 

G0 “ect. 188 5 Gage fare ee 28, 090 | 19, 507 | 8, 583 

a SS Sa aes ane en 5 23, 443 29, 367 1,076 


RELOCATION NOT COMMENCED AS OF MARCH 31, 1955 


A. Proj»ts. 24 | 22 2 
B. Families, per local income limits for admission to low-rent | 
public housing- --- ogee . | 29,115 27,933 1, 182 
IL, ETO. 5, 147 4,153 994 
2. Ineligible _. 3, 518 3, 630 188 
RELOCATION COMMENCED AS OF MARCH 31, 1955 | 
oe eee Bin, - week ky oh zs 70 44 | 26 
a TTS Seer ss ae 42, 568 34, 091 8, 477 
— sbcindeade — satiimamstegll 
1. Local income limits for admission to low-rent public | 
housing: | 
(a) Eligible___ ae ek ES Oe 22, 943 15, 354 7, 589 
(ie Dement c gg. 2. 19, 625 18, 737 888 
2. Rehousing as of March 31, 1955: 
(a) Not yet rehoused______.__-- 14, 695 13, 879 816 
(b) Temporarily relocated _ - | 71 55 16 
(c) Rehoused-__- a | 27, 802 | 20, 157 7, 645 
| 


_ ! Excludes one predominantly open area (79th and Western, Chicago, Ill.) for which no family occupancy 
is reported. 

? Total includes 150 families reported for the Fort Street area, Port Huron, Mich., but omitted from 
subitems. Eligibility was not determined for these families, because there is no low-rent public housing 
program in Port Huron. 
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Rehousing of displaced families, areas where relocation has commenced as of 
Mar. 31, 1955 








Number of families Percentage distribution 
nae GRRE Gamemetne: elie GRANNIES :: 
item Continental! Territories Continental) Territories 
Total United | and pos- Total United and pos- 
States | sessions | | States sessions 
Total families rehoused _ _- 27, 802 20, 157 7, 645 100. 0 100.0 | 100. ¢ 
1. Private housing --- 16, 444 13, 930 2,514 59. 1 69. 1 | 32.9 
ae eesti C8 | —|—_——_—— 
(a) Purchased housing - 2,711 2, 046 665 9. 7 10.2 | 8.7 
(5) Rental housing_.- 9, 178 &, 567 611 33.0 42. 5 | 8.0 
(c) Not classified 555 3,317 1, 238 16.4 16.4 | 16.2 
2. Low-rent public housing 10, 075 5, 263 4, 812 36. 2 26.1 | 62.9 
3. Other public housing 963 44 319 3.5 3.2 | 4.2 
4. Families evicted for failure to 
pay rent, refusal to accept 
suitable accommodations, or | 
maintaining a nuisance 320 320 0 1.2 1.6 | o 


It varies in different cities. I must say that there are people living 
in slums and rockbottom slums. There are people living in slums 
who can afford to buy a reasonable—— 

Mr. McDonoveu. Can? 

Mr. Corr. Can afford to buy or rent houses on an economic basis. 

Now what that proportion is, sufficiently to give you an accurate 
picture, I don’t know yet, but we will give you such statistics as we 
do have upon it. Remember, that although the law was passed in 
1950, I believe in 1949, the program hasn’t progressed far enough 
in enough communities to have a broad picture of it. By and large, 
of course, the people living in slums are poor. We know that. Per- 
BR RT BH you have any figures now, Mr. Steiner? 

Mr. Srerner. Well, as of the end of the last calendar year, our sta- 
tistics indicate—just one figure to give an example—statistics indi- 
cated that about 52.8 percent of the families resident on the redevelop- 
ment sites were in the economic range to be eligible for public housing. 

Mr. McDonoven. 52 percent ? 2 

Mr. Srerner. 52.8, yes, sir. That doesn’t mean all those families 
would end up in public housing, because there may be other arrange- 
ments made for some of them, or some of them may not wish to go, but 
quite a high percentage of those families would end up in public 
housing. 

_Mr. McDonoven. In which urban redevelopment program, in what 
city in the United States has advanced the furthest up to now ¢ 

Mr. Srerner. Well, I guess probably in Chicago, the large project 
there, Lake Meadows, which is quite advanced. There is one in Balti- 
more, where all the residential portion is contemplated and— 

Mr. McDonoveu. In other words, you have moved the people out 
of the area ¢ 
_ Mr. Sremver. Yes. A large number have actually moved. This 
is a slow, progressive operation. I think I ought to say to you, 
sir, that we try to be very careful not to let a project get started—to 
get really going—unless the locality can demonstrate to us in the plan- 
ning phase of the project that it has a very well worked-out plan 
for handling the relation problems of the people resident on the site. 

Now, that doesn’t mean that we eliminate all the headaches, but 
before we go into a loan and grant contract, we do require a very care- 
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ful demonstration that the needs of those families have been surveyed, 
and that there are means to meet their requirements, and as a project 
goes forward, if it becomes a matter of having to choose between meet- 
ing construction schedules or properly and adequately handling the 
needs of the families on the site, where I think I can say that invari- 
ably the construction schedules wait and the needs of the people are 
attended to first. 

Mr. McDonouen. Then you leave to the local community the prob- 
lem of moving them and finding a house ? 

Mr. Srerner. Yes, sir, but they would not receive Federal aid until 
we were satisfied. They would not receive a loan and grant con- 
tract until we were satisfied they had faced up to the thing and had 
a good plan to do it. 

Mr. McDonoveu. It is their responsibility physically and finan- 
cially. You don’t provide any funds for that / 

Mr. Srerner. There are certain aspects that can be charged to the 
federally financed project. 

Mr. McDonoucu. For the moving of the people? 

Mr. Sterner. In certain cases, moving of the pepole and certainly 
staffing of relocation offices on the sites of the projects, where people 
come and are given assistance; and payment of persons who are han- 
dling relocation, finding vacancies for them, arranging for them to get 
into public housing, things of that sort. 

Mr. McDonoveu. In the degree of the size of these developments 
now underway, as you make commitments on them, how does the 
Bunker Hill project in Los Angeles stand ? 

Mr. Sterner. The Bunker Hill project, sir, is in a very early stage. 

Mr. Cote. You mean comparable size ? 

Mr. McDonoven. Yes, the size, as compared to the others. The 
number of people to be relocated and size of the project. 

Mr. Srerner. I don’t have figures in front of me, but it certainly 
would be one of the larger projects in the country, in term of acres 
and dollars. 

Mr. McDonovueu. Up to this point you have been assured that all 
of the people living in that area will be housed when they move out? 
Have you gone to that point ? 

Mr. Sterner. We haven’t gone to that planning yet. We are in the 
very earliest stages of planning as to that project. 

Mr. Brown. Your 5 minutes are up, Mr. McDonough. 

Mr. McDonoven. Allright. Thank you, Mr. Brown. 

Mr. Brown. Mr. O’Hara, do you care to question the witness ? 

Mr. O’Hara. I was delighted to hear the witness say that Chicago 
is still leading and Los Angeles is still chasing. 

Mr. McDonovenu. Maybe I would like to say you can have it. 

Mr. O’Hara. In that connection may I call attention to a featured 
article in one of the magazines this week, saying that Chicago having 
outstripped Los Angeles. is now taking on New York and shortly 
—— to be the first city in America. 

was heartened by your answer to Mr. Multer’s question that the 
problem we are facing in urban rehabilitation is at times frustrating, 
that there is not any blueprint, but we can hope to achieve our ob- 
jective through good will. Every phase of the housing problem dove- 
tails into every other phase. In a spirit of good will among all in- 
terested in the various phases only can we make headway. 
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I know how affectionately you regard the Hyde Park district in 
Chicago, since you spent your college days at the University of Chi- 
cago, where you are still remembered and most warmly esteemed. I 
know of your personal interest in the efforts to rehabilitate Hyde 
Park. 

The University of Chicago is interested in this rehabilitation proj- 
ect and many men and women in the community have worked tirelessly 
and unselfishly in the effort. 

In the problem of rehabilitation is intertwined the problem of relo- 
cation. Some of the properties that will be destroyed in this rehabili- 
tation program are now housing families in the low-income group. I 
received letters from some of them saying they have landlords who are 
not taking advantage of the present housing shortage, by raising rents 
above their ability to pay. They wonder what will become of them 
when the rehabilitation program gets underway. 

I have communications from others saying that in the area are 
members of minority groups, and they wonder what will happen to 
them. It all gets to the matter you were discussing with Mr. Multer: 
What are we going to do with people, when we rehabilitate a neighbor- 
hood and in doing that destroy existing low rental properties, unless 
we have made provision for their relocation in public housing in the 
failure of private interests to come up with decent housing within the 
financial means of the family dislocated ? 

Just what is your thought on that, Mr. Cole ? 

Mr. Coxe. Well, Mr. O’Hara, I don’t know that I could add very 
much to what I said to Mr. Multer. I must say to you that I do believe 
that all of the component parts of housing must be called into play— 
into operation—if the job is to be done. 

It can’t be done by one—using only one of the tools which we have. 
I think we need every one of the facilities now available, and, frankly, 
if we had more, they coould be used as well. 

As Mr. Steiner said, we do not believe we can approve, and will not 
approve, slum clearance unless there is a feasible plan of relocation, 
and then we say to the community, “It is your job to develop the fea- 
sible plan.” They come back then and show us what they say is a 
feasible plan, which we approve or disapprove. ‘ 

Also, as Mr. Steiner indicated, after having done that, we haven’t 
eliminated all the problems because it is so easy sometimes to write out 
a plan but very difficult to carry it out. 

About all I can add to what I said to Mr. Multer is that by using 
everything we have, we still haven’t solved the problem entirely by 
a long shot, so with rehabilitated housing, modernized housing, ex- 
panded insurance, assistance in lending for existing and new low- 
cost housing, public housing, all of these facilities, in my judgment, 
are necessary. 

Mr. O'Hara. Some years ago, when we were starting on the con- 
struction of superhighways in Chicago, many buildings necessarily 
were condemned and destroyed. Many of these were large buildings, 
many were one-family homes. It meant that a lot of people had to be 
located in new homes. The job could not have been done—and I was 
close to the job—the job could not have been done without the assist- 
ance of public housing. Yet I find, and I am surprised at it, at a 
climate of misunderstanding of all the work that public housing is 
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doing and how it dovetails into every other phase of our housing pro- 
gram, especially in this program of rehabilitation. 

Thank you very much. 

Mr. Brown. Mr. Betts / 

Mr. Berrs. No questions. 

Mr. Brown. Mr. Reuss? 

Mr. Reuss. No questions. 

Mr. Brown. Mr. McVey? 

Mr. McVey. No questions. 

Mr. Brown. I think Detroit has done an outstanding job in slum 
clearance, so we will ask Mrs. Griffiths if she has any questions. 

Mrs. Grirrirus. When our project in Detroit is completed, won’t it 
be one of the model communities in the country ? 

Mr. Corr. Certainly I think Detroit has a very imaginative plan, 
and may I say, having visited up there and met with the people in 
the community representing all phases of the community—the a 
ers, the labor leaders, the public interest group, the builders and oth- 
ers, working together in this project, we are quite enthused about the 
possibilities. Of course, when I say that, I begin to talk also about 
some of the problems, and there are many problems, but Detroit is very 
forward-looking in this field, and we are quite hopeful that this project 
will be—that they will be able to carry out this project and overcome 
some of the roadblocks that are existing now. 

Mrs. Grirrirus. What is the main roadblock from your standpoint 
at this point ¢ 

Mr. Corr. Probably at the time I was there, the main roadblock 
seemed to be the difficulty of securing a sponsor with sufficient finan- 
cial background to carry out the entire project. That is No.1. There 
were some difficulties involved in the actual redevelopment program 
itself. Do you have any further comment on that? 

Mr. Sterner. I would just add, Mr. Cole, that I think that one 
of the things is in the picture there right now, Mrs. Griffiths, is that 
the community itself, and various elements and leadership in the com- 
munity, are sort of taking a second look at the project, to decide what 
can be done there that really will be the finest type of civie im- 
provement for the community, and as so frequently happens in our 
(lemocratic process, that takes a little time for everybody to get to- 
gether and talk about it and figure it out. 

They have some very fine architects and consultants working with 
them now, a very fine representative committee working on it. I know 
the mayor is involved in it, and I think it is mostly a process of taking 
the time that is necessary to work out a really outstanding plan that 
everybody can be very satisfied with. 

Mrs. Grirriris. Thank you. 

I would like to tell the Chairman—I won't put you on the spot by 
asking you—but I assure you it will be better than anything in Los 
Angeles or Chicago. 

Mr. Brown. Mr. Hiestand? 

Mr. Hrestanp. No questions. 

Mr. Brown. Mr. Gamble? 
Mr. Gambier. No questions. 
Mr. Brown. Mr. Patman ? 
Mr. Parman. No questions, 
Mr. Brown. Mr. Talle? 
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Mr. TALir. No questions. 
Mr. Brown. Any other questions of this witness / 

(No response. ) 

Mr. Brown. You may proceed to the next subject, Mr. Cole. 
Mr. Corr. Getting to the middle of page.10 of my statement 
Mr. Brown. Who is the witness with vot few / 

Mr. Coie. Mr. Slusser, Commissioner of I’whli¢ Tfousing Adminis- 
tration. 

We have given very careful consideration to the provisions of the 
bill relating to low-rent public housing, and I strongly urge their en- 
actment. Essentially, these provisions would do two things. First, 
they would authorize additional public housing for 2 more fiscal years 
at the rate of 35,000 units a year. 

Second, they would make necessary technical and other changes in 
existing requirements to permit the full use of that authorization, 
without departing in any way from the objectives of the Congress, as 
1 understand them, in enacting the public housing provisions of the 
Housing Act of 1954. The bill would maintain in all respects the 
basic purpose of meeting the relocation needs of families of low in- 
come displaced by slum clearance and urban renewal projects under 
title I of the Housing Act of 1949 or by other governmental action. 

As you know, one of the principal features of the Housing Act last 

ear was the new broadened approach toward assisting communities 
in meeting their overall problems of eliminating and preventing the 
development and spread of slums and urban blight. Further financial 
assistance for public housing and other special aids of our agency 
relating to this problem were made conditional upon communities 
developing approved workable programs for meeting their overall 
problems of eliminating and preventing slums and blight. 

The act also imposed restrictions designed to assure that additional 
public housing would be built only to the extent that families are dis- 
placed by urban renewal or other governmental activities in these 
communities. I believe the purposes of those restrictions are essen- 
tially sound and should be adhered to. However, the technical legal 
effect of the requirements, as applied to existing title I slum clearance 
and redevelopment projects and other circumstances, have had an 
unreasonably restrictive effect which delayed and prevented, in large 
part, the use of the new public housing authorization. 

[ am sure that this result was not intended by the Congress, and, 
frankly, the full effect of these restrictions was not realized by the 
housing agency prior to operating experiences under the new act. 

Mr. Slusser, the Public Housing Commissioner, is prepared to ex- 
plain the specific changes the bill would make in the existing restric- 
tions on public housing, and the effect those changes would make on 
the public-housing operations of our agency. I wish to first empha- 
size the importance of low-rent public housing to the success of our 
slum clearance and urban renewal operations and the related programs 
of our agency. 

Relocation of displaced families presents perhaps the most serious 
problem usually encountered in a slum-clearance operation. The 
greatest need and the greatest public responsibility exists in connec- 
tion with those displaced families who are also families of low income. 

With your permission, Mr. Slusser will now present his statement. 
Mr. Brown. All right, Mr. Slusser, we will hear from you. 
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STATEMENT OF CHARLES E. SLUSSER, PUBLIC HOUSING 
COMMISSIONER 


Mr. Suiusser. Mr. Chairman, members of the committee, the low- 
rent public-housing section of the proposed housing amendments of 
1955 (sec. 13 of H. R, 5827) is a modest proposal for the continuation 
of the public-housing program. 

This program has suffered in recent years from repeated changes in 
its goals and authorizations and from the imposition of a series of 
cutoff dates and deadlines tied to these authorizations. For example, 
the current low-rent program has an authorization expiring June 30 
to contract for 35,000 units. The changes in authorizations and dead- 
lines have made it impossible to schedule the orderly development of 
low-rent projects. 

The public-housing program can function best if it can plan rea- 
sonably in advance for a steady and uniform flow of work. It takes 
a local authority 12 to 18 months from the date of its first contract 
with PHA to plan and acquire land for a public-housing project. 
After the award of construction contracts, it takes about the same 
length of time to complete construction and initial occupancy. To 
assure an even flow of work, it is necessary to have a fixed authority 
to make contracts and authorize construction for a period of several 
years in advance. 

The stops and starts under which the program has operated in the 
past few years have made steady progress almost impossible. Due to 
continual peaks and valleys in our own workload, we have been unable 
to utilize our personnel to the best advantage, or build up and hold 
the skilled professional staff required to supervise the development of 
public housing. Projects rushed to construction because of a statu- 
tory deadline, may lack thorough planning. They need this. 

It would be to the advantage of the low-rent program if the Con- 
gress would assign fixed and definite goals, albeit modest, toward 
which it could progress at a uniform rate over a period of several 
years. 

The proposed bill seeks to do this, It extends for 1 year the present 
authorization to enter into contracts for 35,000 units. Because of the 
great complexity of the requirements in the Housing Act of 1954, it 
is impossible to contract for these units before the June 30 deadline. 
To date we have entered into annual contributions contracts for only 
a few hundred units, and we do not expect to contract for much more 
than 15,000 or 20,000 units before the cutoff date. A 1-year extension 
of the present 35,000-unit authorization will permit us to use it in full. 

In addition to this extension, the proposed bill authorizes new 
annual contributions contracts for 35,000 additional units which could 
be entered into at any time in the 2-year period beginning July 1, 
1955. A similar authorization for another 35,000 units would be- 
come available for the 2-year period beginning July 1, 1956. The 
authorization for making new annual contributions contracts would 
thus expire in June 1958, 3 years hence. This would permit PHA 
and local authorities to schedule new contracts on an orderly basis 
and allow time for careful planning of the proposed projects before 
placing under contracts. 

Under the proposed bill, Congress will effectively control the size 
of the low-rent program by limiting the number of dwellings which 
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may be put under annual contributions contracts, rather than by 
controlling the start of construction. After annual contributions 
contracts have been signed, the local authorities will be free to proceed 
in an orderly manner from planning to completion of the projects, 
and occupancy. sok 

To carry out the initial planning of projects before entering into 
annual contributions contracts, the proposed bill authorizes PHA to 
enter into any necessary new preliminary loan contracts. Such con- 
tracts are strictly limited to providing funds for the advance planning 
of projects, and do not in any way commit PHA to annual contri- 
butions contracts. At present before PHA may make a preliminary 
loan the Housing Act requires approval of the loan application by 
the governing body of the locality. 

We believe the number of units proposed in this bill is modest in 
relation to the needs of the families to be displaced by slum clearance 
and urban renewal activities and eligible for public housing. Because 
their incomes are too low to permit them to find decent, safe, and 
sanitary dwellings offered by private enterprise, public housing must 
be provided before they are displaced by demolition of their present 
slum dwellings. The provision of low-rent housing for these families 
is an absolute essential if the slum clearance and urban renewal pro- 
gram is to make the progress expected of it. 

In addition to extending the program, the proposed legislation seeks 
to simplify certain complex requirements included in the Housing Act 
of 1954, while at the same time adhering to the general philosophy 
then established by the Congress. 

Under the present law, new public housing contracts can be entered 
into only in communities which have adopted a workable program 
for slum elimination. This requirement is continued in the proposed 
legislation, but in addition, any community which had undertaken 
a title I slum clearance project prior to the adoption of the Housing 
Act of 1954 could also qualify for low-rent housing. This parallels 
a similar provision applicable to FHA mortgage insurance under 
section 221. 

The Housing Act of 1954, in addition to the workable program 
requirements, stipulated that a community to be eligible for public 
housing must also be receiving Federal aid for a title I slum clearance 
or urban renewal project. Since there are many other ways in which 
a local government can eliminate slums pursuant to its workable 
program, it seems unfair to deny public housing to a local authority 
which proceeds on its own steam without asking for Federal] assist- 
ance under the title I program. Moreover, the requirement that a 
title I project be started in a locality before a contract can be made 
for low-rent housing is on its face inconsistent. 

A public housing project could hardly be planned, constructed, and 
ready for occupancy by the time the title I project was ready to clear 
its slum area and displace families. Therefore, the proposed legis- 
lation omits the requirement that the carrying out of a title I project 
be a condition precedent to any new annual contributions contract 
for low-rent housing. This change will put public housing on the 
same basis in this respect as FHA mortgage insurance under section 
221. 

As a condition for executing a new annual contributions contract, 
the present act requires certification by the local governing body that 
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public housing is needed for families displaced by a title I slum clear- 
‘ance or urban renewal project. Since it is proposed that the carrying 
out of such a title I project be no longer a prerequisite to public 
housing, the present bill eliminates this certification. Instead, it re- 
quires that the local governing body adopt a resolution approving 
the number of units to be provided. under the new contract, thus 
assuring the Congress that the construction of additional public hous- 
ing is in accordance with the wishes of the respective communities. 

Under the pending bill, the Housing and Home Finance Admin- 
istrator will be required to find that the number of new public housing 
units to be provided does not exceed the number of families of low 
income, eligible for admission to low-rent housing, which he esti- 
mates will be displaced within the metropolitan or housing market 
area of the locality as a result of public slum clearance, urban renewal, 
or other governmental action. 

The present law requires that the Administrator determine that 
the number of new units will not exceed the number of units to be 
needed for such displaced families. The proposed change will make 
it clear that the Administrator, in making his determination, is not 
required to take account of units which may become available from 
time to time in existing low-rent housing projects. 

This will permit new public housing to be built for displaced fam- 
ilies without affecting occupancy in existing projects, which could 
then continue to serve other eligible low income families. 

Such families include those: (1) Who leave the slums on their 
initiative without being forced out as a result of governmental action ; 
(2) who are displaced by private enterprise which is clearing a slum 
site on its own initiative; or (3) who are displaced as a result of fire 
or other disaster. 

I believe the proposed changes are essential. They will maintain 
the basic purpose of meeting the relocation needs of low income fam- 
ilies displaced by slum clearance or elimination, and will permit a 
flexibility necessary to meet the varying conditions in different com- 
munities. With these changes we are confident that the proposed 
extended program can be administered with maximum success. 

Mr. Brown. Mr. Slusser, this means, then, in all localities of three 
or four thousand people, that there will not be more public housing? 

Mr. Suusser. I didn’t understand your question, sir. 

Mr. Brown. I said this amendment simply means that in small 
communities of three or four thousand houses they will not have public 
housing ¢ 

Mr. Suusser. No, sir, not necessarily. 

Mr. Brown. You have to have slum clearance to have public 
housing. 

Mr. Susser. Or urban renewal. 

Mr. Core. Under the present situation we think this would be 
more helpful to the small communities than the present law and 
the small communities could have an urban renewal program but it 
would still maintain the basic philosophy enacted in the 1954 law, to 
make those people eligible who have been displaced, and therefore the 
small community quite truthfully would have more difficulty than the 
large in securing public housing authorization. 

Am I correct, Mr. Slusser ? 
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Mr. Suusser. That is correct. 

Mr. Brown. Would my State of Georgia be eligible now ! 

Mr. Coxz. Sir? 

Mr. Brown. My State is Georgia. Would we be eligible under this 
amendment ¢ 

Mr. Cote. Would your State ¢ 

_ Mr. Brown. Georgia. 

Mr. Stussrer. Yes. They would be eligible. 

Mr. Brown. They were not eligible last yeal 

Mr. Coz. Mr. Brown, we are , advised that ‘Geor gia has just had a 
constitutional amendment which would bring them under it. 

Mr. Brown. Under this amendment how many States would be: 
eligible now / 

Mr. Coir. Under this amendment, 43 States. 

Mr. Brown. Out of 48 ? 

Mr. Coie. Yes, sir. 

Mr. Brown. Mr. Multer? 

Mr. Murer. Yes, sir, Mr. Chairman. 

Mr. Slusser, how long have you been with the Agency / 

Mr. Stusser. How long have I been with the Agency / 

Mr. Murer. Yes, sir. 

Mr. Stusser. Since July 7, 1953. 

Mr. Mvurer. You probably recall, as I do, the first public housing 
bill, when introduced, I think it was the Wagner-Taft-F lender bill. 
It then became known as the Taft-W agner- -Ellender bill, and those 
disinguished gentlemen were accused of socialism end communism 
in advocating a program of this kind. 

I am sure you are a good Republican, and if there were any com- 
munism or socialism in this program you would have long since found 
it. Did you find any ¢ 

Mr. Stusser. No. I don’t believe so, sir. 

Mr. McDonovucu. Not in the present bill. 

Mr. Mutrer. I am talking about the law and the projects that were 
going to communize and socialize our Nation. 

Mr. McDonoven. He is not trying to sell communities now. They 
were trying to sell communities. They were saying, “This is what 
you are going to have.” 

Mr. Gambier. They weren’t trying to sell them. They were trying 
to force them down your throat, 

Mr. Brown. Let’s have order, please. 

Mr. Gamste. I am sorry, Mr. Chairman. 

Mr. Brown. Allright. Mr. Multer. 

Mr. Muurer. Thank you, Mr. Chairman. 

Some of the objections to public housing, both when the program 

vas first projected and then when it got underway, and some of the 
objections that are still being urged against it being continued today, 
were that public housing projects do not improve the general condi- 
tion of the communities, that these projects very quickly become run 
down and are just as slovenly as the slums in which the people had 
lived before they moved into these public housing projects. 

Have you found that to be true ¢ 

Mr. Stiusser. No, sir. I have traveled a good part of the United 
States and have visited many local authorities and I have found none 
that I would put in that category, sir. 
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Mr. Mutter. I think you will agree, will you not, that the highest 
crime incidence and juvenile delinquency incidence is in the slum 
areas of the country 4 

Mr. Stusser. I think that is generally conceded. 

Mr. Muurer. I think it is fair to say that the lowest juvenile de- 
linquency incidence and crime incidence are found in the public hous- 
ing projects ¢ 

Mr. Stusser. We have found that public housing has had a great 
impact upon preventing juvenile delinquency; that it has been very 
helpful and beneficial to the communities. By checking—and I have 
done some of this personally—with the local authorities to find out 
and they say they have many less police calls, fire calls, and other serv- 
ices than formerly had been required of the city where there is public 
housing. 

Mr. Muu rer. It is fair to say, then, that not only have public hous- 
ing projects improved the physical appearance of these communities, 
but it has also improved the social and general welfare of those com- 
munities ? 

Mr. Suusser. I think that is correct, sir. 

Mr. Mutter. One other objection that we hear repeatedly against 
the public housing projects is that while we have the economic limita- 
tions, or financial limitations as to maximum earnings that the family 
may have in order to qualify for occupancy in a public housing pro}- 
ect, that there are large numbers of families that can afford better 
housing, or if not better housing, at least can afford to pay higher 
rents than demanded by the public housing projects, and they never- 
theless remain in occupancy of these public housing projects, which 
are intended for the lowest income groups. 

Is it not a fact that in most of the public housing projects, both 
in those controlled by municipalities and by the State, as well as those 
that are Federally financed, and those that are under your control, 
you have been able to eliminate most of the high-income groups that 
have no right to be occupying those public housing projects ¢ 

Mr. Stusser. We have very few ineligible families. We are con- 
stantly following that and policing it. Of course, there are some vio- 
lations and as soon as we find them out we try to correct them. 

Mr. Muurrer. Thank you, sir. 

That is all, Mr. Chairman. 

Mr. Brown. Mr. Gamble? 

We have the 5-minute rule. 

Mr. Gams eE. I will be brief. ' 

Mr. Slusser, on page 4 you recite limitations that are in effect. Asa 
matter of fact, having a 1 year’s start and then extending this 1954 
program 1 year and having the other 2 years on the end of it, you 
will pick up the slack, will. you not? It will give you the start you 
need, should you have started from scratch last year under the new 
revisions ? 

Mr. Suusser. It will give us an opportunity—not so much us, as it 
will the local communities—to do proper planning and proper plan- 
ning in ther community, where there is a urban renewal or urban rede- 
velopment program, and we come in as part of that program, it does 
require the planning of streets and general city planning commissions 

overall work to get the program properly outlined. 
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To get that done and get started with their redevolpment site plan- 
ning, site selection, and move toward construction contracts takes con- 
siderable time. And if we are to get cut off each year at a deadline, 
it means we are limited in the number of units that we can properly 
approve within that period of time. 

Secondly, if we were to do that, we would have to build up our own 
technical staff for review purposes, our legal staff to review contracts 
and such things like that and then cut them off at the end of the year 
until we find out where we were going next year. 

Mr. Gampie. There is nothing the matter with the law but you had 
to get going under the new provisions that we put in last year? 

Mr. Siusser. That is correct, but some of the new provisions should 
be modified. 

Mr. Gamsue. It has worked out fairly satisfactory, hasn’t it 4 

Mr. Stusser. Yes, sir, except we are coming now to June 30 and we 
have actually 142 units under contract. We have made allocation of 
some 26,000 units. We are pushed very hard to get that number under 
contract and do it in a way and in a manner that should serve the best 
interests of the community. 

Mr. Gams. Well, are these limitations that you want to take off 
going to weaken the law in any way ¢ 

Mr. Stusser. I don’t believe I understood your question. 

Mr. Gampste. I say, are these two limitations that you would like 
to change, will they weaken the law in any way or will this make it 
such as to give you more ability to perform ¢ 

Mr. Suusser. That is right, sir. It stabilizes the program and yet 
puts a limitation on it. 

Mr. Gamsie. That is all, Mr. Chainman. 

Mr. Brown. Mr. O'Hara‘ 

Mr. O’Hara. Commissioner Slusser, I have been interested in your 
background. You were a realtor and still are? 

Mr. Stusser. Yes, sir. I am still in that business. 

Mr. O’Hara. You were mayor of the city of Akron ? 

Mr. Suusser. Yes, sir. 

Mr. O’Hara. Before you were mayor of Akron, when you were giv- 
ing your entire time to your business as a realtor, what was your con- 
cept of public housing ? 

Mr. Stusser. To be honest with you, sir, I don’t know that I had any 
great concept one way or the other. I think that probably beginning 
with my period of time on the board of education and later as mayor 
of the city of Akron, brought it quite forcibly to my attention, through 
public interest. 

Mr. O’Hara. At the original period, did you, as most realtors, re- 
gard public housing as something hostile to the interests of the realtors ? 

Mr. Siusser. I don’t find that as a general condition: no, sir. I 
find that a good many realtors in various communities are serving on 
public housing authority boards, and in some cases are chairmen of the 
boards. 

Mr.O’Hara. You were very successful as a realtor, were you not ? 

Mr. Stusser. I hope I have been. 

Mr. O'Hara. Nobody ever called you stupid, and you made a big 
success of it. The people of a great city in Ohio elected you their 
mayor. Yours has been a rich background. 
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I read the other day a speech that you made, I think in Texas, in 
which you took issue with a board of realtors. You stated, as I recall 
your remarks—and by the way, I obtained unanimous consent today 
to insert the remarks in the Congressional Record, because I think they 
are of general interest—you implied, at least, that many realtors, and 
I think the regular realtors or the majority of the realtors, did not 
agree with the statement of that group of realtors. 

Mr. Stusser. I would say that is generally true, that local real 
estate boards have their own problems and they do not sanction all of 
the action of the National Real Estate Board. 

Mr. O'Hara. When you were mayor of Akron you had a problem 
there, I presume similar to ours in Chicago and in most of the urban 
cities: a changing population, a housing shortage, and the inability 
of many of the people to pay the purchase price of new housing or to 
rent decent housing. Did vou find such a situation at Akron ? 

Mr. Stusser. Very much so, sir. We are an industrial city, and 
during the war we had a great impact of people that came into our 
community to serve war industries. 

Mr. O’Hara. As mayor of Akron and facing that problem, did your 
attitude toward public housing change ? 

Mr. Stusser. No. I think probably that I grew more to understand 
the problem. 

4 O’Hara. Did you conclude that in the problems facing this 
period in the urban centers, public housing was necessary ? 

Mr. Suusser. I think it has a definite part to play, and if I may go 
back to your reference to my talk at Galveston, I would like to say this: 
I believe that the best interests of all of the communities can best be 
served if we all got together and worked. 

I heard you re that a few moments ago. We should work to solve 
the problem. I don’t think that public “housing is the cureall or an- 
swer to the general problem of rehabilitating people. I think it has 
a part to play in that program. I think we should all come to the real- 
ization that each have a part to play and we would get along much 
better if we got together and worked together to accomplish that, 
rather than to speak to one another through speeches and through 
hewspaper items and such things as that. 

Mr. O'Hara. I am as happy to hear you say that as I was when 
Mr. Cole stated his faith in good will. Iam hopeful we will be work- 
ing in a more understanding climate and that there will be a realiza- 
tion that public housing is something that is necessary as part of our 
entire housing program. We have a serious situ: ition to meet, hav- 
ing people w ho are not finane ially able to utilize the new public ‘hous- 
ing, privately built. 

You see nothing, Cominissioner, in the advocacy of public housing 
that in any way is hostile to the interest of the private realtors / 

Mr. Stusser. No, sir, I don’t. Not as the present program is planned. 
I think it becomes a part of the overall housing program in which, as 
I said a moment ago, we all have a part to pla iy and I don’t believe, 
from my knowledge of what I have seen—and I have visited many 
cities, and I know, and I have an interest in what is their loss 3 in prop- 
erty values; not only from the slum but from the blighted areas— and 
I think there is a big job before the cities and before this cote to 
recoup the values that are there. 
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Certainly you are going to find a certain class of our citizens that 
are at an economic level that are going to have to have some help. _ I 
think public housing is one of the instruments by which you may make 
that help. 

Incidentally, I dislike the name “public housing.” 

Mr. O'Hara. Do you envision in the future, Commissioner, where 
through research and perhaps further experimentation private indus- 
try can hope to reduce the price of new housing to reach the financial 
means of the low-income group? Is there such a hope in the future? 

Mr. Stusser. I think, sir, Mr. Cole could answer that question for 
you better than I. I can only say what I know by meetings in his 
office and what conversations I have had with home builders and peo- 
ple like that. They are striving and trying to get down to the lower 
economic incomes, to help them. 

I do not think anyone is going to build homes, if he has got to build 
them at a loss, and I don’t think he will build them as a gratuitous 
gesture. So.I think there are levels I don’t believe that they can reach 
at this time. 

Mr. O'Hara. And until we do reach them, we must all work to- 
gether and we must utilize to a certain needed measure the institution 
of public housing. Is that placing the statement about as you have it 
in mind ¢ 

Mr. Stusser. Yes. I have said on a number of occasions thai as 
far as I have been able to learn—and as has been proven—that public 
housing has been the best slum-clearance weapon that we have had 
so far. 

Mr. O’Hara. You have read, have you; the bill that 12 members of 
this committee have joined in introducing, providing for public hous- 
ing for our senior citizens / 

Mr. Strsser. I am not thoroughly familiar with it, sir. I have an 
acquaintanceship with it. 

Mr. O’Hara. I don’t want to commit you to specific measures, but 
would you approve of a program in general providing for 25,000 units 
a year to be built over a period of the next 4 years, of public housing, 
specifically for the aged, including both family groups and single 
persons ? 

Mr. Stusser. No. I don’t blieve that I could agree with that, Con- 
gressman, and I don’t say that [ know the answer, but I think, or I 
believe that presently we should try to use what facilities we have. 
I have a statement here, if the chairman would care, that I would like 
to read that pertains to the elder citizen and it may help you some in 
what our problem will become if we get too far advanced in thinking 
of it right at this particular moment. 

I am trying to think of using the facilities that we have available 
now and what use we are making of them. We are sympathetic to the 
program, and to whatever needs to be worked out. If I may read 
into the record just the remarks we have here, it may be of some as- 
sistance to members of the committee. 

Mr. O'Hara. Thank you, Commissioner. 

After we have gone around under the 5-minute rule, and it is my 
turn again, I should like to go a little further into the matter of hous- 
ing for our senior citizens, hoping to gain the suggestions of Mr, Cole. 

Mr. Brown. Dr. Talle. 

Mr. Tatie. No questions. 
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Mr. Brown. Mr. Reuss? 

Mr. Reuss. Mr. Slusser, in your statement, page 2, you refer to that, 
“To date we have entered into annual contributions contracts for only 
a few hundred units.” That was referring to last year’s 35,000 unit 
authorization. Exactly how many annual contribution contracts have 
been signed as of today, with whom and for how many units? 

Mr. Stusser. We have signed contracts for 142 units—100 units in 
Clarksburg, Tenn. and 42 units in Sommerville, Mass. 

Mr. Reuss. That is throughout the whole country ? 

Mr. Stusser. That is what we have actually signed contracts for. 
We have also allocated and hope to have signed by the end of June, 
some 20,000 units. 

Mr. Reuss. A question to Mr. Cole: I take it, Mr. Cole, that you are 
thoroughly in favor of the low-rent public housing section of H. R. 
5827, and that it is your hope that Congress will enact that ? 

Mr. Coxx. That is correct. 

Mr. Reuss. What is the position of President Eisenhower on that ? 

Mr. Core. I reflect his position. ‘That is the position of the 
administration. 

Mr. Reuss. He is personally in favor of that section 4 

Mr. Coxe. I believe my answer—this is the administration position 
and the President’s position. 

Mr. Reuss. That is all. 

Mr. Brown. Mr. McDonough ? 

Mr. McDonovugu. I notice you refer, Mr. Slusser, to the require- 
ment that the local governing body should pass a resolution stating the 
requirements of the community of public housing before any shall be 
built. That is the law now? 

Mr. Stusser. Yes. That isa requirement now. 

Mr. McDonovuen. You are not proposing to change that at all? 

Mr. Suusser. No, sir. 

Mr. McDonovuau. That you believe that public housing should be 
built where, in the opinion the governing body finds it necessary, and 
where it will replace unsuitable and unsanitary housing ? 

Mr. Stusser. That is correct. 

Mr. McDonoven. That you do not believe that public housing 
should be built in any community where unsuitable and unsanitary 
housing is left, as many units are left behind as you are building 
public housing units in that community? I mean to say replace one 
for the other. Is there any attempt on the part of your Administration 
to say to this community, where the governing body comes along with 
a resolution, saying they need six or eight thousand units, you find 
they do, but there is no plan on the part of the governing body to 
replace that many unsuitable and unsanitary units in that community ? 

Mr. Stusser. In terms of numbers of units, whenever public hous- 
ing is built a like number of substandard units must be eliminated. 
Now, by persons displaced—and it is quite possible that in a renewal 
program or in a slum-clearance program, there will be a good many 
families who can afford other accommodations and won’t come to pub- 
lic housing at all. Therefore, we would assist the localities to build 
only for those actually that would be eligible for public housing. 

Mr. McDonovueu. Well, as far as you are concerned, that is one 
thing. The question of if the people are eligible because they are 
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not now earning enough money to pay the rental for better quarters, 
that the quarters they are living in are unsanitary and unsuita le, and 
unsafe, public housing goes in and builds enough units to take care of 
those unsuitable and unsafe units, and provides livable quarters at 
rents lower than they were paying, or equal to what they were paying 
in the slum area. ; ; 

That is doing a job ina community. That is cleaning a community 
up. I am talking about any attempt on the part of the Administra- 
tion to go into a community and build 5,000 units and leave 5,000 
unsanitary units standing in a community. 

Mr. Stusser. We have no such purpose. 

Mr. McDonovucn. You have no commitments now with any com- 
munities where that could occur ? 

Mr. Stusser. No,sir. None that I know of. 

Mr. Mutter. The law doesn’t permit that. 

Mr. McDonovuen. Just a minute. 

Do you make it a precedent condition? Do you make it part of your 
survey, to where you put in, we will say, a thousand or more units, or 
less than that, or whatever number are required, that that number 
unsuitable and unsanitary units are done away within that commu- 
nity ¢ 

Mr. Stusser. The present law requires equivalent elimination. 

Mr. McDonovuen. Equivalent elimination 4 

Mr. Suusser. Yes. 

Mr. McDonouen. That is, housing units? 

Mr. Stusser. Substandard housing units must be eliminated on a 
number substantially equal to the number of new units built. 

Mr. McDonovueu. Do you find in the surveys in the communities 
where a resolution is passed by a legislative body that their determina- 
tion is based on the need for additional units because there are that 
many people in the community who cannot earn any more money than 
that and consequently need alin housing ? 

Mr. Suusser. I don’t know, of course, what is back of the local study 
at the time that they present it. I wouldn’t try to presume what their 
planning may have been in the city. I do know that in the case of a 
number of cities they have passed resolutions asking for a certain num- 
ber of units. The Administrator reviews that, and make a certification. 
After he has made the certification it doesn’t necessarily mean that we 
are going to build all that he has certified. In other words, at the pres- 
ent time under the present program I believe the Administrator has 
certified some 60,000 units of public housing as being required by 
the communities as they have presented their problem. 

As I said a moment ago, we have only allocated 26,000 units. Now, 
we will make our study when we go in, because, again, as I say, there 
are a good many people in the locality who may find other housing. 
They may not be eligible for low-rent housing. We want to be sure 
of that. Therefore, we are not going to build or overbuild in the 
community, knowingly so. 

Mr. McDonovuen. That is all, Mr. Chairman. 

Mr. Brown. Mrs. Griffiths. 

Mrs. GrirrirHs. What is the total number of public housing units 
in the United States? ; 

Mr. Susser. 457,000, and that includes the beginning of the pro- 
gram in 1934, when it was the Public Works program. 
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Mrs. GrirrirHs. What is the total expenditure of the Federal Gov- 
ernment to date? 

Mr. Sxusser. Total expenditure of the Federal Government, re- 
quested in this year’s appropriation, 1956 appropriation, will be $87 
million. 

Mrs. Grirrirus. Total expenditures for all ? 

Mr. Cote. You mean cumulative, do you not? 

Mrs. Grirrirus. The aggregate total. 

Mr. Siusser. Over the years ? 

Mrs. GrurFirHs. Yes. 

Mr. Corr. Could we furnish that for the record ? 

Mrs. Grirrirus. Can you furnish the aggregate total of the expend- 
iture of all local units of Government for public housing? Do you 
have the figures ? 

Mr. Siusser. You mean the total number 

Mrs. Grirrirns. The amounts that local units of Government have 
spent. 

as Susser. That they have spent on construction cost or total 
development cost ? 

Mrs. GrirrirHs. Yes. What it cost them. 

Mr. Stusser. We can furnish that, under the United States Hous- 
ing Act. Not the State and city programs. 

Mrs. GrirFirus. Yes, that will be all right. 

(The information is as follows :) 


The total outstanding investment of the local housing authorities in their 
low-rent programs developed with the assistance of the Public Housing Admin- 
istration amounted to $2,662 million as of June 30, 1954. Of this total of our- 
standing borrowings, the local avthorities had borrowed 92.5 percent from private 
investors and only 7.5 percent from PHA. 

The total annual contributions paid by the Federal Government to the local 
authorities through June 30, 1954, from the inception of the low-rent program 
in 1937, amounted to $160,700,000. This represented only 48.6 percent of the 
maximum contributions which could have been paid under the outstanding 
contracts. 


Mrs. Grirritus. Is public housing self-liquidating over the years? 

Mr. Stusser. Is it self-liquidating ? 

Mrs. GrirFirHs. Yes. Does the rent collected finally pay the cost? 

Mr. Suusser. No. That is the purpose of the subsidy, to pay the 
debt service. 

Mrs. Grirrirus. Are there any that would have paid their costs? 

Mr. Siusser. There are many of them who have not been paid 
off. There are some who are not receiving subsidy. 

Mrs. Grirrirus. Are those in Detroit all under subsidy ? 

Mr. Suiusser. I couldn’t answer that. I can furnish it for you. 

(The information is as follows :) 

Most of the low-rent public housing in Detroit is built by the Housing Com- 
mission of the City of Detroit with borrowed funds, and is eligible for annual 
contributions under contracts with the Federal Government. There are, how- 
ever, three projects which were built by the Federal Government with appro- 
priated funds and which have now been transferred to the city in return for an 
agreement by the housing commission to pay to the Federal Government all net 
receipts from the project for a period of years. 

Mrs. Grirrirns. Thank you. 

Mr. Brown. Mr. Betts? 
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Mr. Berrs. What is the situation with respect to local contributions 
for slum clearances and redevelopments? Is this all Federal or does 
the city have some obligation to help itself out of its difficulties ? 

Mr. Cote. Are you speaking of both slum clearance and redevelop- 
ment and public housing ¢ 

Mr. Berts. That is true. 

Mr. Coxe. Under the slum-clearance program, Mr. Betts, the Fed- 
eral Government grants two-thirds of the cost of the writedown of 
the property. The local government provides one-third. Of course, 
it is true that under certain provisions some of the facilities provided 
for by the local government are added into and are a part of their 
contribution, but the general rule is that two-thirds of the cost is paid 
by the Federal Government, one-third by the local government. 

Mr. Berrs. But other than that there is no incentive for a locality 
doing anything on its own—to go alone as far as taking care of slum 
clearance; is that right ? 

In other words, if it takes care of one-third of it, it can be assured 
that the Federal Government will come in and help it ? 

Mr. Cote. Provided it meets the statutory criteria and regulations. 

Perhaps you did not quite appreciate what I said when I mentioned 
that some of the local improvements provided for by the local gov- 
ernment may be counted in as part of their share of their one-third 
payment. This provides for them, then, some considerable incentive. 

Mr. Berrts. I think that is all. 

Mr. Brown. Mr. Vanik? 

Mr. Vanix. Mr. Chairman, I would like to ask Mr. Slusser several 
questions. 

First of all, what is your relationship to the metropolitan housing 
authorities in the several communities in which they are operating ? 

Mr. Stusser. What is our relationship ? 

Mr. Vanig. Yes. 

Mr. Stusser. We are the Public Housing Administration. 

Mr. VaniK. I am talking, for example, about the Cleveland metro- 
politan housing authority. What would be your relationship to that 
authority ¢ 

Mr. Siusser. Principally we are the guarantors of their bonds that 
they have sold for their housing projects. 

Mr. Vanik. They have sold their own bonds? 

Mr. Stusser. Yes, sir. 

Mr. Vanix. The authority perpetuates itself ? 

Mr. Stusser. Yes, sir. 

Mr. Vanik. Who audits the authority ? 

Mr. Stusser. The Public Housing Administration audits the 
authority ¢ 

Mr. VANIK. That would be your function ? 

Blt, Suuasen. We have coriain governing regulations, to, such as 
and we send technical peopl Se te tee thal Cee ene nace, 

! ‘al people out to see that the properties are kept 
up in good shape, such as water system, building plant, ete 

Mr. Vanik. Mrs. Griffiths raised a line of questioning that I thought 
was very interesting. Isn’t it a fact that if the authorities toda aire 
to sell their assets at present market value there would be a aad phe . 
surplus on the original investment ? oe 

Mr. Stusser. I think that is true on the original investment. 
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Mr. VaniK. It might multiply twice over ? 

Mr. Suusser. In certain localities that might be true. 

Mr. Vanix. Isn’t it true that if that were done and funds were ap- 
plied to public housing, that would multiply the public housing avail- 
able to the public at no cost to the Federal Government? If, for exam- 
ple, the authorities were liquidated—if that procedure were legal would 
the proceeds from the sale of such properties be sufficient to create sup- 
plemental Federal housing projects ? 

Mr. Stusser. I think that is true, but you would end up with fewer 
units because construction costs are so much higher than when the 
original projects were built. 

Mr. Vanig&. In your statement on page 2 you talk about the exten- 
sion of the period from, getting the 35,000 additional units for the 2- 
year period, beginning 1955, and another 35,000 units for the year 
beginning 1956, 

That would mean that on June 1958, to that date, we would have 
some 105,000 units; is that correct ? 

Mr. Stusser. That would be correct, including this year’s alloca- 
tion. 

Mr. Vanrk. Now, if these extensions were granted wouldn’t that 
possibly permit a delay in the construction of the public housing units ? 
In other words, we could be talking about 105,000 units and only build 
a few hundred by next year, or for the reason that this period is ex- 
tended and projected onward, it would cause no particular pressure on 
the administration to build these units, would there ? 

Mr. Stusser. I think there is a pressure on us now, sir. The cities 
want approval and want to go ahead. 

Mr. Vanik. That isright. We want housing very badly. 

Mr. Stusser. Maybe if I explain the mechanics of our office to you: 
Urban renewal is getting underway now, and there is a big demand 
for that. Ina number of cities they are getting the program started. 

Mr. Vanik. We are doing that in Cleveland and are anxious to get 
the program started. 

Mr. Stusser. When the impact of this hits us, it will be difficult. 
We are getting tooled up and ready to go with the 1954 program. This 
year it was naturally slow, but the impact of what is now taking place 
probably will hit us some time next year because cities will have ad- 
vanced themselves that far that they will want to move in on us and 
want our part of that program, and want it now, because they have 
already acquired sites, ete. 

Mr. Vanix. That is right. We have done that in Cleveland. We 
have acquired land and done everything that is possible as far as the 
local authority is concerned. We are wondering what holds us up. 
We are concerned with the financing of the local program, and dealing 
with the lending function of the FHA, and it seems to us we are going 
along in an eternal cycle. I am trying to follow all the moves that 
the community has to carry through, and it seems to me that it is some- 
thing that strains the patience of the community, to see all the many 
steps that have to be carried through before a project can be ultimately 
approved by your authority. 

In Cleveland we are clearing ground. We have a site. We are 
doing all those things that are necessary. We are culverting, and now 
our banks are conferring with Mr. Mason’s office to try to get a loan 
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approved, and after all these things are in we are concerned lest the 
whole thing topple and all the funds that are invested might be lost. 

What assurances do we have? What assurances does the community 
have under the urban renewal program, and at what point can they 
feel that the investment in the program is going to materialize in some- 
thing constructive ? é; 

Mr. Corr. May I interpose, because I think primarily your prob- 
lem there is not the public housing program. Your problem there is 
the redevelopment program. There are many different situations 
which arise, Mr. Vanik, in redevelopment. First, we must recognize 
that when a great city decides that they shall enter into the clearance 
of and redevelopment of a great area of the city, planning is extremely 
important, planning first what the city wants, and may I say agree- 
ment within the city, within the community, to determine what it 
wants, and that takes considerable time. 

There are differences of opinion in Cleveland itself about what 
Cleveland wants, but, pide: speaking, Cleveland has experience, 
and now presents a solid front. They have developed now, as I said 
with respect to Detroit, I think, one of the outstanding proposals in 
the country, but here are some of the problems: 

The problem has to do with the question of whether or not the spon- 
sor is willing to put in enough equity capital in the redevelopment 
project, how much money can the sponsor leave in the project should 
he be able to—— 

Mr. Vantk. By the sponsor you mean the city ? 

Mr. Corr. No, the redeveloper. Should he leave X amount of dol- 
lars, or percentage of the cost of the construction as an equity invest- 
ment or protection of the investment for the benefit of the management, 
etc.; does the site which has been selected for private construction 
lower the value on the private construction when the public housing 
site is perhaps a little better? Will the people who want to rent the 
privately built and privately financed project stay in this project when 
perhaps the rentals may bea little high ? 

All of these questions must be answered before the FHA, for in- 
stance, can insure the project. 

Now, I agree with you that it appears that a long time, a frustrat- 
ingly long time, has elapsed between the period of the preliminary 
planning and the ultimate conclusion of the project. It is my judg- 
ment, however, that this is going along very satisfactorily, consider- 
ing the difficulty involved in finally solving all of the problems. 

First, let us say the banks didn’t want to lend the money or couldn’t 
loan the money at a certain given rate of interest. This has been 
worked out; the question of valuation, the question of site location, 
density, planning, and the question of whether or not the commercial 
segment of it shall be built along with the first part of the residential, 
or shall it be built separately or along with and at the same time that 
the second residential project is built. 

These questions are new. They are new to Cleveland; they are new 
to the sponsor, they are new to the Agency, they are new to the central 
office, but they are wrestling with them, and I believe that Cleveland 
will see within a very short while that these can be carried out. 

Mr. VantK. The thing that I would appreciate having—and I don’t 
want to take the time to get it now—is the complete outline of the 
steps that are involved, because the very complexity of it is something 
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that I know has:been of great concern, and it is something that can 
just gradually dissipate a community’s enthusiasm. 

Mr. Core. I know that. 

Mr. Vantk. There are just so many hurdles you can take. 

Mr. Cotz. We would be unwise, however, to tell the community that 
the problems are not difficult, and that it will not take time; but we see 
nothing that should dampen their enthusiasm in the present picture. 

Mr. Follin is in Cleveland, and will be there tomorrow. We are 
doing everything we can to keep that enthusiasm up and still overcome 
these very difficult problems. 

Mr. Vanik. I want to make this clear: I didn’t mean in any sense 
to call my own community’s experience into this discussion, but as a 
matter of crystalizing my own concern as to whether or not the pro- 
gram is working. We want to get the units built, because we have 
tremendous pressure, and we demand that the program should get 
underway and get underway quickly. 

Mr. Stusser. I am acquainted with your program there. I am very 
well acquainted with Ernie Bohm. You have no problem with public 
housing. Your problem is with these other relationships to get that 
accomplished, but your public housing enters into your total program. 

Mr. Vantk. I have always had the feeling that the public housing 
investments that were made by the country have fully paid off, that 
if they were evaluated at today’s market value we could probably find 
out that public housing has done America a great deal of good, at 
practically no cost, considering the increase in valuations of the units 
that were built, and the asset value of the property of the country 
today. In fact, we can look back in retrospect and say this program 
has not been only a great thing socially, but economically, in the in- 
vestment the country has made at very little cost. When we look back 
over the years we have enjoyed the housing and at the same time had 
an appreciation in the investment made in housing property. 

That is all, Mr. Chairman. 

Mr. Brown. Mr. Betts. 

Mr. Berts. I just want to make one observation. 

Mr. O’Hara was inquiring as to the background of Mr. Slusser, 
and I wanted to observe, a long time ago when I was a member of 
the Ohio Legislature Mr. Slusser was mayor of Akron and used to 
come down to the legislature quite often where he was highly respected 
as one who was well acquainted with civic problems. 

I just wanted to throw that in for old time’s sake. 

Mr. Vantx. Mr. Chairman, as a fellow Ohioan, I want to concur 
with what Mr. Betts has said. 

Mr. Hiestanp. Mr. Chairman. 

Mr. Slusser, do you have authority over the heads of these various 
housing authorities? 

Mr. Stusser. Do we have authority over them? 

pi Hiestanp. Yes. Can you direct them what to do and what not 
to do¢ 

Mr. Stusser. We have a contractual relationship with them that 
spells out the conditions under which they are to operate, and through 
that contract we would have a certain amount of authority. 

Mr. Hiesranp. If somebody doesn’t do what you tell them to do 
have you the authority to fire them ? 
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Mr. Stusser. No. We have no authority to fire them. 

Mr. Gameie. You can cut off their subsidy if they don’t behave, 
can’t you ? 

Mr. Hiestanp. Can you? 

Mr. Siusser. We can under contract conditions, and certain con- 
ditions, find either a breach or default in the contract. We have no 
authority over the personnel, and I will say to you that I don’t believe 
that we should have. They are a local body. They are appointed 
by the mayor or some other local governing official, and are created 
by the State, and I don’t believe that I, for one, as a member of the 
Federal Government, want to try to determine what personnel should 
be used in a local authority , 

Mr. Hiesranp. Well, that makes it rather difficult to control their 
operation, 

Mr. Suusser. No, sir. We don’t find it so. We have found com- 
pliance with our requests and where we have not found compliance, 
we have in one or two instances taken over the project. 

Mr. Hiestanp. We in Los Angeles have an authority which said 
that you shall have public housing, even though the community didn’t 
want it. We got out a good deal of it by a deal, but we did get 450 
units in the community which I happen to represent and they ‘looked 
oretty beautiful. Thay are still standing empty, and probably will 
~ for a long time. I don’t know just how much that is costing the 
taxpayers, but I just wondered, if we can direct the work of ‘local 
authorities so that that sort of thing doesn’t happen. 

This law loosens up a little bit, and as I read it, in other words, it 
isn’t that you are allowed to build, not only the amount needed for 
slum clearance, but added numbers; is that a fact ? 

Mr. Susser. No, sir. 

Mr. Hiesranp. The way I read it, it says— 
shall not exceed the number of families of low-income eligible for admission 
to such units which the Housing and Home Finance Administrator estimates 
will be displaced. 

In other words, you can build up to that number, whether they are 
needed or not ? 

Mr. Stusser. Well, leaving aside for other low-income families any 
units which become available in existing projects, but I would say that 
under at least the present administration we are going to build only 
what is actually needed in the displacement of persons. 

Mr. Hrestanp. That is a commitment, sir? That is your policy? 
You are going to build only what is needed to replace ? 

Mr. Stusskr. Needed to house eligible displaced. persons. 

Mr. Hiestanp. Thank you very much. 

Mr. Brown. Off the record. 

( Discussion off the record.) 

Mr. Brown. Are there any other questions ? 

Mr. Mutrer. I would like to ask just one thing here. 

Mr. Cole, I think within the last week your Agency has approved an 
overall plan for the city of New York, slum clearance, redevelopment 
and public housing ? 

Mr. Corr. Yes, sir, the workable program, yes. 

Mr. Mutrer. How long have you been working on that in your 
Agency? How long have you been working on that plan together 
with the city of New York? 
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Mr. Cote. Two or three months. 

Mr. Mutter. I ask that to point up Mr. Vanik’s problem. I think 
there is a typical instance. I think heretofore they went in and made 
an application for a single slum-clearance project, and a single public- 
housing project. I think this is the first time, however, you have had 
an overall citywide plan intended to clear up the whole situation inso- 
far as possible. 

Mr. Core. That is a very pertinent comment, Mr. Multer, and, 
frankly, it has delayed some of these programs, but may I comment 
that even though it has delayed them, we think that it makes for a 
sounder approach for the future. 

The thing that you are doing in your cities has an impact for 
generations in the future. I think it is very important that we move 
slowly but surely, and do something that we can be proud of in 
your community, and that you can be proud of in your community, 
rather than to move too fast and be sorry about the things which we 
have done. 

This does not excuse any delays or procrastinations on the part of 
the Agency. 

Mr. Mutrer. I didn’t mean it by way of criticism. I know that 
everybody has been working diligently to bring this about but it took 
months. 

Mr. VaAnix. The point I make is it takes so long to evolve these 
plans. The requirement for a complete overall plan takes so long 
that we are creating slums much more rapidly than we are eliminating 
them. Weare getting further behind every day. 

Mr. Core. If this continues you have a real criticism. 

Mr. Vang. There is a widening gap. The slum conditions seem 
to be getting worse more rapidly than our clearance efforts. 

Mr. Corr. If this can be said 5 years from now, certainly the pro- 
gram isn’t working. My point is we are making our first preliminary 
infant step, but we are getting stronger every day, and I think that 
that strength will be evident quite soon. 

Mr. Mutter. I just want to make this one further comment at this 
time, and that is that we in the city of New York have proved by 
facts and figures, and the brochures are available for public distri- 
bution, that our slum-clearance and redevelopment program in the 
city of New York has actually not only cleared up some of the slums— 
we hope to clear them all up—but it has increased the tax revenue 
to the city of New York because the whole picture changes, and the 
surrounding areas have been improved in value. Assessed valuations 
have gone up. 

The tax returns to the city of New York have increased. Even 
taking into account the removal from the tax rolls of some of these 
properties, increased value has given a greater tax return to the city 
of New York. 

Mr. Brown. Are there further questions ? 

Mr. O'Hara. Will Mr. Cole be here tomorrow ? 

Mr. Brown. Can you come back tomorrow, Mr. Cole? 

Mr. Core. Surely. Ten o'clock? 

Mr. Brown. We will stand adjourned until tomorrow at 10 o’clock. 

(Whereupon, at 4:49 p. m., Monday, May 23, 1955, the committee 
adjourned to Tuesday, May 24, 1955, at 10 a, m.) 
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TUESDAY, MAY 24, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met at 10 a. m., the Honorable Brent Spence, chair- 
man, presiding. 

Present : Chairman Spence, and Messrs. Brown, Patman, Multer, 
O’ Hara, Mrs. Buchanan, Mrs. Sullivan, Messrs. Ashley, Vanik, David- 
son, Bell, Wolcott, Talle, Kilburn, Widnall, Betts, MeVey, Hiestand, 
Nicholson, and Bass. 

The Cuarmman. The committee will come to order. 

We will resume hearings on H. R. 5827. 

Mr. Cole, I understand that you have not completed your prepared 
statement. 

You may proceed. 


STATEMENT OF ALBERT M. COLE, ADMINISTRATOR, HOUSING AND 
HOME FINANCE AGENCY—Resumed 


Mr. Cote. That is correct, Mr. Chairman. We are now on page 12 
of my statement, with respect to amendments concerning the Home 
Loan Bank Board. 

Shall I proceed ? 

The CuHarrMan. You may proceed. 

Mr. Cote. The bill contains several amendments relating to the 
Federal home-loan banks and member institutions. Those amend- 
ments have been carefully studied in the Housing Agency and in the 
Bureau of the Budget, and I strongly recommend their enactment. 
They deal primarily with operating matters and will be explained by 
Mr. McAllister, the chairman of the Home Loan Bank Board, in his 
statement on the bill. However, I wish to bring one amendment to 
your particular attention, the change in the amount of required stock 
subscription by a member of a Federal home-loan bank. 

The Federal Home Loan Bank Act originally required that each 
institution eligible for membership in a Federal home-loan bank must 
subseribe to the stock of that bank in an amount equal to at least 1 
percent of the home-mortgage loans held by that institution. This 
was not changed until 1950 when the required amount of stock sub- 
scription was ‘increased from 1 percent to 2 percent in order to acquire 
additional funds to enable the Federal home-loan banks to retire all 
Government stock holdings in the banks. Since all of the stock held 
by the Government in these banks has been retired, it would seem to be 
desirable that the Home Loan Bank Board be granted authority to 

reduce the required percentage within reason: able limits. 
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The bill would provide that the Home Loan Bank Board could 
determine the amount of required stock subscription, but that in no 
event could it be less than 1 percent nor more than 2 percent of the 
total of the home-mortgage loans of the institution. However, the 
institution would be required to continue to hold at least the amount 
of stock now required to be held. The amendment would thus have an 
effect only as the institution increases its home-mortgage loans. 

If agreeable to your committee, Mr. McAllister will now present 
his statement. 

The CuarrMan. You may proceed, Mr. McAllister. 


STATEMENT OF WALTER W. McALLISTER, CHAIRMAN, HOME LOAN 
BANK BOARD 


Mr. McAuusrer. Mr. Chairman, if it is agreeable to you and the 
members of the committee, I will simply make a statement with regard 
to the proposed amendments, because a written statement has been 
made available, which will be filed. 

(The written statement referred to is as follows :) 


The Home Loan Bank Board favors the enactment of the provisions contained 
in sections 14 through 16 of the present bill. 

These sections would make adjustments in existing legislation which are rela- 
tively minor in nature but which at the same time would remove problems which 
have produced unnecessary burdens on the local thrift and home-financing insti- 
tutions belonging to the systems supervised by the Home Loan Bank Board. In 
brief, they would: 

Enable the Board to make a reasonable reduction in investments hereafter 
required to be made by member institutions of the Federal home-loan banks in 
the capital stock of those banks; 

Provide a clearer and more complete statement of the grounds on which the 
Board may terminate the membership of institutions which are members of the 
banks ; 

Enable the Board to provide more equitable geographical representation of 
the member institutions on the directorates of the Federal home-loan banks in 
the larger districts ; 

Clarify the authority of Federal savings and loan associations to make loans 
insured under title I of the National Housing Act and loans insured or guaran- 
teed by the Veterans’ Administration ; and 

Change the admission fee charged applicants for insurance in the Federal Sav- 
ings and Loan Insurance Corporation to one based on the cost of processing the 
insurance applications, replacing the existing provision of the statute that an 
applicant for insurance shall pay an admission fee based upon the reserve fund 
of the Insurance Corporation. 

Subsection (1) of section 14 of the bill contains the provisions for reduction 
of the required subscriptions to capital stock of the Federal home-loan banks by 
the member institutions. When the Federal Home Loan Bank Act was originally 
enacted in 1932 it required each member institution to acquire capital stock of 
its Federal home-loan bank in an amount equal to one percent of the aggregate 
unpaid principal of such member's home mortgage loans, but not less than a 
$1,500 minimum—later reduced to $500. Adjustments were provided for so that 
the capital stock held by each member could increase or decrease, within the 
requirements of this fermula, as the amount of home mortgage loans held by 
the member increased or decreased. 

The original act provided that the Secretary of the Treasury should subscribe, 
on behalf of the United States, for such part of the minimum capital of each 
Federal home-loan bank as was not subscribed for by members within 30 days 
after the opening of books, up to a maximum of $125 million. Actually, 
$124.741.000 of the original capital was thus subscribed for by the Secretary of 
the Treasury. Also, the act provided for eventual retirement of the Government 
capital, and by 1950 a substantial amount of it had been retired. 

In that year legislation was enacted to accelerate the repayment of the Gov- 
ernment capital. The new legislation increased the amount required to be held 
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by members to a minimum of 2 percent of each member’s home-mortgage loans, 
home-purchase contracts, and similar obligations, and provided that 1 year later, 
subject to a specified floor, the banks should retire an amount of Government 
capital equal to the difference between their capital then held by members and 
the amount that the members would have been required to hold if the 1 percent 
provision had not been changed. 

This amendment of the law had the desired effect. With the aid of the addi- 
tional funds brought in by the new 2 percent provision, the banks were able to 
retire the last of the Government capital in 1951 and became 100 percent privately 
owned by their member institutions. 

The 2-percent provision, however, has remained in the law, and it has produced 
a situation in which the Federal home loan banks have a capital stock which is 
quite large in proportion to the other items on their statements. Thus, as of 
March 31, 1955, the 11 banks, with total liabilities and capital of $1,518 million, 
in round figures, had a total paidin capital stock in excess of $470 million. 

The Home Loan Bank Board feels that the time has come when the 2-percent 
provision should no longer remain as a rigid requirement for future stock sub- 
scriptions by the member institutions. Accordingly, subsection (1) of section 14 
would provide for the future that the Home Loan Bank Board shall by regula- 
tion fix the figure at not less than 1 percent and not more than 2 percent of the 
unpaid principal of each member’s home mortgage loans, with a minimum of 
$500. It is expressly provided in the new provision that nothing therein shall 
permit a member to reduce the amount of stock held by it below 2 percent of 
the unpaid principal of its home mortgage loans as of the effective date of the 
new legislation. But no member which held stock in excess of the amount re- 
quired by the new regulation would have to subscribe for further stock until the 
amount of stock held by it was no longer sufficient to equal the amount required 
by the new regulation. 

We believe that this provision represents a fair, reasonable, and safe resolution 
of the problem presented, and favor its enactment. 

Subsection (2) of section 14 deals with the grounds for removal of member 
institutions from Federal home loan bank membership. 

Under the existing statute the Board may, after hearing, remove a member 
from membership if, in its opinion, the member has failed to comply with any 


provision of the Federal Home Loan Bank Act or the regulations of the Board 
made pursuant thereto, or if, in its opinion, such member is insolvent. But, 


although the act provides that no institution shall be eligible to become a member 
if the character of its management or its home-financing policy is inconsistent 
with sound and economical home financing, or with the purposes of the act, there 
is no provision by which the Board may terminate a member’s membership if 
such conditions arise and exist after the member is admitted to membership. 

Also, the act contains no definition as to when a member is to be deemed 
insolvent. Such a defintion is needed in the case of those member institutions, 
which are the vast majority of the members, that are savings and loan asso- 
ciations, building and loan associations, and similar institutions which regularly 
raise their funds from the saving public through the issuance of withdrawable 
accounts under which the holders of the accounts are shareholders rather than 
creditors. In such cases it might be contended that the institution was not in- 
solvent in a technical sense as long as its assets were at least equal to its liabili- 
ties to its creditors, even though its assets were far short of equaling the total 
amount of its liabilities to its creditors and its shareholders. 

To take care of these matters, subsection (2) would expressly provide that 
the Board may, after hearing, remove any member from membership if, in the 
opinion of the Board, such member has failed to comply with any provision of 
the act or any regulation of the Board made pursuant thereto, or is insolvent- 
these are the same grounds that presently exist—or if it has a management or 
home-financing policy of a character inconsistent with sound and economical] 
home financing or with the purposes of the act. It would also provide that any 
member which is a building and loan association, savings and loan association 
cooperative bank, or homestead association, shall be deemed insolvent if its 
assets are less than its obligations to its creditors and others, including the hold- 
ers of its withdrawable accounts. 

It will be noted that these changes apply not only to removal of bank mem- 
bers from membership but also to termination of any nonmember borrower's 
privilege of obtaining advances. Advances to nonmembers can be made only to 
certain types of mortgagees which are approved under title II of the Nationa] 
Housing Act, and are chartered institutions subject to the inspection and super- 
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vision of a governmental agency, and the advances can be made only on the se- 
curity of mortgages insured under title II of the National Housing Act. No sig- 
nificant volume of such advances is now outstanding, and the matter is mentioned 
only for the sake of completeness. 

In addition, subsection (2) would make one other change. At present, each 
Federal savings and loan association is, by statute, a Federal home loan bank 
member. At the same time, the provision of the Federal Home Loan Bank Act 
for voluntary termination of bank membership, which was enacted before Fed- 
eral savings and loan associations were provided for by law, applies by its word- 
ing toany member. To remove this inconsistency, the new provision would amend 
the provision for voluntary withdrawal so that it would expressly apply only 
to members other than Federal savings and loan associations. 

Subsection (3) of section 14 is merely a part of the adjustments in the re- 
quirements as to the stock of member institutions in the Federal home loan banks. 
It would effect a formal repeal of the provisions enacted in 1950 which imposed 
the 2-percent requirement and provided for accelerated retirement of the Gov- 
ernment capital. This repeal would not affect that part of the new provisions 
which states that nothing therein shall permit a member to reduce its bank stock 
below 2 percent of the unpaid principal of its home mortgage loans as of the 
effective date of the new provisions. 

The final subsection, subsection (4), of section 14, relates to the number of 
elective directors of the Federal home loan banks. 

Under existing law, each Federal home loan bank has a board of 12 directors, 
4 of whom are appointed by the Home Loan Bank Board and 8 of whom are 
elected by the member institutions under rules and regulations prescribed by 
the Board pursuant to statute. 

In its regulations, the Board endeavors to provide proper geographical rep- 
resentation of the member institutions by States, as well as the required statutory 
representation based on the size of the institutions. But in the case of such 
bank districts as the Greensboro district, which has 8 States including the 
District of Columbia, and the San Francisco district, which has 9 States, plus 
Alaska, Hawaii, and Guam, the Board cannot provide for complete representa- 
tion by States and at the same time allow those States which have a greater num- 
ber and size of member institutions to receive recognition by having a larger 
number of elective directors than those States which are smaller in these re- 
spects. In fact, in the San Francisco district it is not even possible for all of 
the 9 States to have at least 1 elective director at the same time. The problem 
there has had to be solved by alternating 1 directorship between 2 States, which 
means that each of these 2 States alternately has no State representation at all. 

Subsection (4) of section 14 of the bill would answer this problem by provid- 
ing that the Home Loan Bank Board may, by regulation, increase the number 
of elective directors of any Federal home loan bank whose district includes 5 
or more States, defined for this purpose as including the District of Columbia, 
to a number not exceeding twice the number of States comprising such district. 
This amendment would permit the representation of each State by at least one 
elective director and at the same time permit equitable recognition of those 
States having larger membership in number and size. 

Section 15 of the bill deals with the authority of Federal savings and loan 
associations to make loans insured under title I of the National Housing Act or 
guaranteed or insured by the Veterans’ Administration under the Servicemen’s 
Readjustment Act of 1944. In addition to the restricted powers which they have 
under other provisions of law, Federal savings and loan associations have had, 
since 1947, a provision in the last paragraph of subsection (c) of section 5 of 
the Home Owners’ Loan Act of 1983 authorizing them to invest up to 15 percent 
of their funds in certain loans of this type or in other loans for property altera- 
tion, repair, or improvement, without regard to the first-lien requirements of that 
subsection. As enacted in 1947, the paragraph provided that no such loan should 
be made in excess of $1,500 except in conformity with the other provisions of 
the subsection. 

In the revision of this paragraph which was made by the Housing Act of 
1954, a $2,500 limitation was imposed in lieu of the $1,500 limitation, but appar- 
ently by inadvertence this $2,500 limitation was imposed in such a manner that 
it appears to apply not only to loans made without the benefit of title I insurance 
or Veterans’ Administration insurance or guaranty, but also to loans made under 
the paragraph with the protection of such insurance or guaranty. Thus, for 
example, the limitation would apparently mean that a Federal savings and loan 
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association could not make a title I insured loan for new construction exceeding 
$2,500 but within the $3,000 limitation of that title without having to take the 
same type of lien security which it would have to take if it did not have the 
benefit of the title I insurance. 

The provisions of section 15 of the bill would correct the $2,500 limitation by 
confining its application to loans made without the benefit of title I insurance or 
Veterans’ Administration insurance or guaranty, in line with what we believe 
to have been the probable intention at the time of the 1954 revision. 

Section 16 of the bill relates to the admission fee which the Federal Savings 
and Loan Insurance Corporation is required to charge when an applicant in- 
stitution is granted insurance of its accounts. Subsection (d) of section 403 
of the National Housing Act provides that any applicant applying for such 
insurance after the first year of the operation of the Insurance Corporation shall 
pay an admission fee based upon the corporation’s reserve fund which, in the 
judgment of the corporation, is an equitable contribution. The General Account- 
ing Office, in its last two reports of its audits under the Government Corpora- 
tion Control Act relating to the Insurance Corporation, has included a recom- 
mendation to the Congress that the statute be amended to eliminate the existing 
provision and to authorize the imposition of a fee on newly insured institutions 
commensurate with the direct and indirect cost of granting insurance coverage. 

In line with this recommendation, section 16 of the bill would repeal the exist- 
ing provision and enact in lieu thereof a provision that any institution which 
applies for insurance after the effect date of the new legislation shall pay, in the 
event that its application is approved, an admission fee in such amount as the 
corporation shall determine, taking into consideration the total cost of processing 
all insurance applications. 


This completes the provisions of the bill which have particular application to 
the operations under the supervision of the Home Loan Bank Board. As stated 
in the beginning, the Board favors their enactment into law. 

(End of prepared statement.) 

Mr. McAuuister. There are 5 amendments, the first, as noted by 
Mr. Cole, to authorize the board to control the amount of stock of the 
members in the bank system at the present maximum of 2 percent, 
but with the privilege of reducing it, but not less than 1 percent. 

As pointed out, that 1 percent was the original amount called for 
by the Congress when the bank system was set up, and it was increased 
in 1950 to 2 percent, so that the Government’s $124 million of capital 
could be more quickly retired. That capital has been retired in full, 
and now there is no need in building the capital of the bank system 
as rapidly as in the past. 

The second amendment would make clearer the authority of the 
hoard to terminate membership of members in the bank system. At 
the present time members in the bank system are admitted if in the 
opinion of the board they are conducting their home lending pro- 
cedure in a satisfactory way, and if the board feels that the banks 
may safely lend them money—extend credits to them. And this 
would define the right of the board, on due notice to the member—and 
with proper hearing—to terminate membership in the event they fail 
to comply with the same requirements that were necessary for admis- 
sion in the first instance. 

The third would give the Board the right to increase the number 
of elected directors in the home loan banks. There are 11 home loan 
banks covering the entire United States. Those banks are controlled 
and guided by a board of directors, 12 in number. Eight are elected 
from the industry, and four are appointed by the board. 

We have 3 districts in which there are 5 or more States, and in the 
San Francisco Bank, to be specific, there are 9 States, the Territory 
of Hawaii, Alaska, and Guam, and we have only 8 elective directors. 
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This would authorize the board to increase the number of elective 
directors of any of the banks that had 5 or more States in their dis- 
trict, but in no event to provide for more than 2 times as many elec- 
tive directors as there are in the district. 

In other words, it would provide for a fairer representation than 
at the present time. 

The fourth would clarify the right of Federal savings and loan 
associations to make title I loans where those loans are in an insured 
amount of above $2,500. When the 1954 amendments, housing bill, 
was included, through a mistake it was so drawn that the savings and 
loan associations were limited to title I loans but not to exceed $2,500, 
whereas the act does provide for title I insurance to be in excess of 
$2,500 under certain conditions. 

The fifth change is a clarification with regard to the admission 
fees that the board may charge for membership in the Federal Savings 
and Loan Insurance Corporation. 

As it stands right now there seems to be an indication that new 
members would be assessed, based on the reserves of the corporation, 
and that is not a fair or a very workable basis. We would like to have 
the law clarified so that the board can determine the charge for ad- 
mission into the insurance corporation, and that charge be made, in 
accordance with what we regard as actual cost and expense to the board 
in connection with considering the application for admission. 

That, Mr. Chairman, constitutes our amendments as included in 
the proposed bill. 

The Cuamman. Mr. McAllister, are you familiar with the provi- 
sions of H. R. 5945, providing for making the Federal Savings and 
Loan Corporations and the Federal Home Loan Bank independent 
agencies of the Government / 

Mr. McAuuisrer. Yes, sir; I am familiar with that proposed bill, 
Mr. Chairman. 

May I say that, before you or any members of the committee address 
any questions to me and I reply, I have been informed by Mr. Cole 
that the Bureau of the Budget has expressed its opposition to that bill. 
In other words, that it will not be administration-sponsored. 

The CHamman. What is your opinion as administrator, as to the 
desirability of making these agencies independent agencies? 

Mr. McAuuister. Mr. Chairman, I think that I would be reporting 
the opinion accurately by saying that it has been the very ardent 
desire of those in savings and loans business, since 1942, to reestablish 
the independendence of the Home Loan Bank Board. Under the 
original provisions providing for it, the Home Loan Bank Board 
was independent. ‘Then it was placed under the Federal Loan Agency 
in 1939. Then in 1942 the administration suspended the board and 
established a commissioner under the National Housing Agency. It 
remained under the control of one commissioner until 1947 and the 
then administration reestablised a three-man board and made it a 
part of the Housing and Home Finance Agency. 

As is evidenced by my presence here with Mr. Cole, our relation- 
ship is very pleasant, I have absolutely no complaint to make as to 
the operation of the bank under Mr. Cole as Administrator. How- 
ever, I am frank to say to you that I think it is very desirable, and 
as far as I am personally concerned I would like to see the Home Loan 
Bank Board made an independent agency. 
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The CuHarrMAn. Most of the savings and loan associations are very 
much in favor of that bill, too, are they not ? 

Mr. McAuuister. Yes, sir; we have two trade associations, the 
United States Savings & Loan League, and the National Savings 
& Loan League, and I believe that this is the first time that both trade 
associations have seen eye to eye with regard to national legislation. 

The CuairmMan. This wasn’t said to cause any dissension between 
the agency down there. If Mr. Cole would like to comment on it, 
we will be glad to have his comments. 

Mr. Coz. Yes, Mr. Chairman, in my responsibility as Administra- 
tor and representing the administration, I do have some comments, 
and because it is a matter of administration policy I would like to 
read the statement, Mr. Chairman. 

Mr. Chairman and members of the committee, your committee has 
requested the views of the Housing Agency on H. R. 5945, a bill to 
establish the Home Loan Bank Board as an independent agency on 
H. R. 5945, a bill to establish the Home Loan Bank Board as an 
independent agency, and for other purposes. 

This bill would remove the Home Loan Bank Board, including the 
Federal Savings and Loan Insurance Corporation, from the Hous- 
ing and Home Finance Agency and establish the Board as a separate 
independent agency in the executive branch of the Government. It 
would also provide for the immediate repayment to the Treasury 
of the remaining capital stock of the Insurance Corporation through 
subscription by the Federal home loan banks of capital stock of the 
corporation in an amount equal to 20 percent of the outstanding 
capital stock of each Federal home loan bank. Provision is also 
made in the bill for the payment of noncumulative dividends on the 
stock of the corporation, but not in excess of 50 percent of its premium 
income for the preceding year. The bill would require that these 
dividends, to the extent of available funds, be at a rate at least one- 
half percent greater than the average cost of money to the Federal 
home loan banks. 

I am authorized to advise your committee that the enactment of 
the bill would not be in accord with the program of the President, 
and is not recommended. I will try to swnmarize for you briefly 
the reasons for that evaluation of the proposals advanced in the bill. 

The bill proposes to remove the Home Loan Bank Board from the 
Housing Agency and give it so-called independent status within the 
executive branch of the Government. This proposal requires com- 
ment from two points of view: That of sound Government organiza- 
tion and that of policy coordination. I want to develop each very 
briefly. 

I understand that the organizational change here is supported by 
some on the theory that it would be desirable to restore the Board to 
its original independent status. But I think it is worthy of note that 
the Board was never independent, in the sense of being subject to no 
supervision except that of the President himself, except in its very 
early years when there existed no appropriate coordinating agency to 
which it might be attached. As early as 1939 it was made a part of 
the then Federal Loan Agency. In 1942 the principal housing agen- 
cles and programs were first brought together in a single major-pur- 
pose agency, and the Board, or its predecessors, was included in that 
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agency. It is a fact, therefore, that the Board has never been an inde- 
pendent agency since there has existed an overall housing agency of 
which it could be a part. 

Within the housing agency, the Board has functioned, it seems to 
me, with all the independence necessary or appropriate to its responsi- 
bilities as an agency of the executive branch. So far as I know, and I 
appreciate Mr. McAllister’s comments, by the way, and I want to say 
that it has been mutual, this arrangement has worked very well. If 
it has imposed handicaps or burdens upon the Board or the savings 
and loan industry, I am not aware of them. 

This Administration believes in sensible, effective, efficient organiza- 
tion of the executive branch of the Government. That means, among 
other things, the grouping of related programs and activities into a 
reasonable number*of major-purpose departments and agencies, su- 
pervision and coordination of related policies and activities, and sim- 
plification of the administrative burdens of the Chief Executive by 
holding down the number of agencies reporting directly to him. ‘The 
Administration believes that new independent agencies reporting to 
the President should be created only upon the showing of clear and 
compelling reasons for such action and of persuasive advantages to be 
derived from it. During 2 years as Administrator I have heard a great 
deal of discussion of independent status for the Bank Board, but I 
must say frankly that no such compelling reasons or persuasive advan- 
tages have been pointed out to me. 

The case for the present bill is no stronger, it seems to me, if the ques- 
tion be viewed from the standpoint of policy coordination. It would 
seem obvious, unless the Congress chooses to view the Board’s func- 
tions as purely and simply monetary, that there must be some means 
of coordinating its policies with related policies and problems in the 
national housing program. The basic purpose of institutions of the 
savings and loan type is to assemble savings for investment in resi- 
dential mortgage loans. Such institutions now provide something 
like 40 percent of all home mortgage funds. Thus they represent as 
a group the largest source of the funds which are, and will be, essen- 
tial to carrying out the national housing program: Funds for new 
construction, for rehabilitation and upgrading of declining neighbor- 
hoods, for minority housing, for better housing for middle-income 
families, and soon. Policy coordination has been and is being achieved 
with reasonable success in the present organizational framework. How 
will it be achieved under the provisions of the bill? The bill does not 
say. How will these interrelated matters in turn be coordinated with 
other economic and fiscal policies of the Government, which is a spe- 
cific duty of the Housing Administrator at present? Again the bill 
does not say. 

It is not the view of the Administration, Mr. Chairman, that the 
present arrangement is the only possible one and must never be 
changed. We believe that the position of the savings and loan in- 
dustry as a vital part of private enterprise in the field of housing 
should be kept under constant and sympathetic study, and that the 
position of the Home Loan Bank Board and the Federal Savings and 
Loan Insurance Corporation within the framework of the Federal 
Government should also be reviewed as conditions change from time 
to time. But there is no virtue in change merely for the sake of hav- 
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ing something different. The present organizational setup has worked 
well and is now working well. I see no advantages, and a number of 
at least possible disadvantages, in the change proposed in this bill. It 
involves many serious and important problems and questions of policy 
which, in my judgment, have not been adequately examined and dis- 
cussed in any of the statements which I have heard or read. For that 
reason I cannot help concluding that the change proposed in the bill 
would not be in the best long-term interests of the Government or of 
the savings and loan industry. 

Let me now turn briefly to the other major substantive proposal in 
the bill, to effect immediate retirement of the remaining Government- 
held capital stock in the Federal Savings and Loan Insurance Corpo- 
ration by means of substitute capital investment on the part of the 
Federal home loan banks. 

The Insurance Corporation was chartered in 1934 under the provi- 
sions of the National Housing Act, with capital stock amounting to 
$100 million which was subscribed by the Home Owners Loan Cor- 
poration. In 1950 the act was amended to direct the Insurance Cor- 
poration to retire this Government stock by applying to that purpose 
an amount equal to 50 percent of its premium income each year. 
Under that provision the original investment of $100 million had been 
reduced by last June 30th to less than $67 million, and it is estimated 
that by the end of this fiscal year it will be reduced to a little under 
$55 million. The Corporation estimates that the entire amount will 
have been retired under the present law by June 30, 1959. 

I think it is apparent from this brief summary that there is now in 
effect a formula providing for the orderly retirement of the Govern- 
ment stock at a rather rapid rate, and that the process will complete 
itself under that formula in the relatively near future. 

This Administration and its housing agency are committed to the 
objective of getting the Federal Government out of matters better 
handled by private business wherever that can be done, and as rap- 
idly as it can be done, with due regard for the basic responsibilities 
of the Federal Government and for the proper protection of the pub- 
lic interest. Many important steps have been taken toward that ob- 
jective in housing and other fields of government. But it is essential 
to test every proposal along these lines as to whether it is realistic; 
as to whether it meets and solves the real issues involved, and as to 
whether it really serves the public interest and makes for efficient and 
responsible government. In my Judgment, that test must be applied 
to the plan proposed in the pending bill as well as to other similar 
proposals. 

I do not think this plan meets the test. In essence, the method of 
refunding the Government capital proposed in this bill would mean 
that, for the present capital, there would be substituted funds invested 
by the home-loan banks, and on such funds the banks would be en- 
titled as a matter of law to realize dividends of not less than a half 
percent above the cost of money to them, to the extent funds are avail- 
able within 50 percent of the net income of the Insurance Corpora- 
tion. In other words, under the bill the price of retiring the Govern- 
ment capital in the fiscal year 1956 rather than over the 3-year period 
1956-1959 would be that for the indefinite future as much as one-half 
of the corporation’s income would be diverted from reserves to the 
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payment of dividends, regardless of the future condition, experience, 
or financial requirements of the insurance system. 

Although I am strongly in favor of retiring Government stock in 
the Insurance Corporation as rapidly as is reasonably and prudently 
possible, I cannot regard this plan as being a step toward getting the 
Government out of business. 

In the first place, let us be quite clear as to the reasons why, and 
the extent to which the Federal Government is involved in the basic 
responsibilities and purposes of the Federal Savings and Loan In- 
surance Corporation. The Government’s stake in this program is not 
tied to its relatively minor and temporary capital investment. It 
stems from far more basic considerations: First, the national policy 
of encouraging thrift and long-term savings in institutions of the 
savings and loan type; second, the national concern with the safety of 
individual savings in these institutions in bad times as well as good ; 
and, third, the pledge of Treasury support which is the real mainstay 
of public confidence in the insurance system. l 

By the end of the current fiscal year, the volume of savings insured 
by the Insurance Corporation will be approaching $25 billion. Under 
the law the Treasury is committed to support the Corporation in case 
of need up to $750 million, and I am sure that no member of this com- 
mittee doubts that this amount would be increased if the stability of 
the Nation’s economy should make such action necessary. 

Now, in comparison to these basic dimensions of insurance risk and 
Government commitment, a slight acceleration in the retirement of the 
present capital investment of some $60 million, all of which would be 
retired in any event in less than 5 years, is a pretty insignificant 
matter. I think we should not deceive ourselves on the fundamentals 
of this problem. The Federal Government is not going to be out of 
the business of the Insurance Corporation when the Government 
‘apital is retired, whether that is tomorrow or 4 years hence. The 
Insurance Corporation is and should remain an agency of the Federal 
Government so long as the Federal Government bears the ultimate 
responsibility for the protection of the people’s savings against 
economic disaster. 

Mr. Parman. May I submit a parliamentary inquiry? This is 
about the bill, H. R. 5945. Is it included in the housing bill ? 

The CuarrMan. No. . 

Mr. Parman. Why would we be considering it, then ? 

The CuarrMan. Because it is germane to the housing bill, and we 
might want to consider it. 

Mr. Parman. This is such an important question, Mr. Chairman, 
and so far-reaching, that I certainly hope that you don’t consider it 
in connection with the housing bill. Because I think it should be con- 
sidered separately. 

The Carman. It may be considered separately. I just wanted 
to get the opinion of the agency on it. 

Mr. McAllister is for it and Mr. Cole says it is contrary to the 
policy of the Administration, and there is the issue. 

Have you finished your statement, Mr. Cole? 

Mr. Cote. Not quite, Mr. Chairman. 

The CuHatrrman. Well, finish your statement. 

Mr. Core. Now, let me make clear that the administration wants 
to see the corporation as self-sufficient financially, as little dependent 
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upon the Federal Treasury as possible. I think the question must be 
bluntly asked and answered: What is the real measure of the self- 
sufficiency of the Insurance Corporation? In my judgment, it is the 
ratio of the earned capital and reserves of the corporation to its In- 
surance liability. Under the existing law, the full net income of the 
corporation after the Government capital has been retired in the rela- 
tively near future will be available to strengthen and improve that 
ratio. Under the plan proposed in this bill, up to one-half of that net 
income will be drained off for other purposes. I do not see how this 
committee can fail to conclude that such a plan would make the cor- 
poration more, and not less, dependent upon the Federal Treasury. 

It should be borne in mind that the contingent risk of the Corpora- 
tion has expanded and is expanding today by leaps and bounds. As 
short a time ago as 1950 it was only a little more than $10 billion. By 
the end of this fiscal year, only 5 years later, it will be nearly $25 
hillion. So rapid has this growth been that the ratio of capital and 
reserves to the contingent risk has gone down, not up, in recent years. 
In the light of these facts, and taking into account the obligations 
the Government has assumed toward the investing pudlic, your com- 
mittee may want to consider whether this would not be an especially 
ill-chosen time to consider a proposal such as that advanced in 
H.R. 5945. 

I would also suggest to this committee that it give some thought 
to the precedent which this bill would establish in the matter of 
ownership and control of Government corporations. The home loan 
banks are regulated and supervised by the Board, but they are owned 
and partly controlled by their member institutions. The Home Loan 
Bank Board is also the directing Board of the Insurance Corpora- 
tion. To what extent would the Board in ultimate practical effect 
be bypassed by authorizing the banks to acquire the ownership inter- 
est in the Insurance Corporation? Remembering that the banks are 
supervisory agents with respect to their member associations and 
that the Insurance Corporation is also a supervisory agent with respect 
to the insurance of these same associations, would these new relation- 
ships ultimately affect the protection of the interests of the investing 
public? These are some of the questions raised by this proposal which 
ought to be carefully studied and thought about, it seems to me. 

Finally, let me say that I have great difficulty in discovering the 
advantages that might be hoped for from this proposal. It would 
perhaps benefit the home loan banks in a limited sense, in that they 
would have an outlet under the bill for the investment of a certain 
volume of funds at almost a guaranteed rate of return, but I do not 
understand that there is any particular need for such a guaranteed 
investment. It would not benefit the Insurance Corporation, since 
it would set up a serious drain on the Corporation’s future earnings 
and reserves. And, in my judgment, it would not benefit the Treas- 
ury, despite the fact that the Treasury would immediately realize a 
return of invested funds. 

I say that the Treasury would not really benefit for two reasons: 
First, the long-term interest of the Treasury, like that of the Cor- 
poration itself, lies in the protection provided by the earned capital 
and reserves. I doubt very much that the Treasury would consider 
it worthwhile to retrieve the invested capital a few years earlier, 
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which is all this would amount to, at the price of a greatly increased 
risk for the indefinite future because of the diversion of earnings 
from reserves to the payment of dividends. 

Second, it should be borne in mind, I think, that the basic source 
of liquidity in the home loans banks is the authority of the Treasury 
to extend them funds up to $1 billion in time of need, just as the 
basic source of security in the insurance system is the obligation of 
the Treasury to extend funds up to $750 million. These are the funda- 
mental financial responsibilities and commitments of the Govern- 
ment, and their real significance is determined by the soundness of 
operations throughout the savings and loan system, and the condition 
of the general economy. There can be no real increase in the security 
of the Treasury merely from moving capital back and forth between 
these parts of the overall system of Heenan support for the sav- 
ings and loan industry. 

It is for these reasons that the administration recommends against 
the enactment of H. R. 5945. 

The Cuarrman. The Federal Savings and Loan Insurance Corpo- 
ration and the Home Loan Bank Board were originally created as 
independent agencies, were they not ? 

Mr. Cote. Yes, that is true. 

The CHarrman. And they operated as independent agencies for 
how long ¢ 

Mr. McAuuister. Until 1939. From 1932, we might say, 1933, 
to 1939. 

The Cuarrman. What was the reason? What was the fundamental 
reason why they were put under the Housing and Home Finance 
Agency ? 

Mr. Cote. Mr. Chairman, I think because Mr. McAllister has a 
different opinion from the point of view of the administration, it 
would be helpful if both of us had an opportunity to answer. We 
are very friendly opponents in this situation, I want you to know. 

May I answer as I understand it? As I said in my statement, the 
purpose of placing Home Loan Bank Board under the Housing 
Agency was twofold: One, the need of the President to have as few 
independent agencies reporting to him as possible. Secondly, coordi- 
nation of the policies of housing. 

Those were, I think, the two reasons. 

The CHamrMan. They have lost their independence, and it seems 
that they are anxious to have it restored. Everybody connected with 
the Federal Savings and Loan Insurance Corporation and the Home 
Loan Bank Board that I have had any chance to discuss the matter 
with want to have their old status restored. 

Mr. Cotx. That is true, Mr. Chairman. 

The Cuarrman. And they are willing to retire the stock in order to 
accomplish that purpose. Doesn’t that sound like a good argument ? 

Mr. Corr. Let me see how I can say it and say that I don’t believe 
it is a good argument, Mr. Chairman, and in such a way that it will 
be understood. 

The fact that the savings and loan institutions want is indicative of 
the fact that they have given a lot of study to it, and may I say to 
you that both of these associations have done a wonderful, remarkable 
job in representing the industry. 
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On the other hand, the administration believes that there is a public 
interest in this matter, an interest beyond the interest of the savings 
and loan institutions, an interest which has to do with the depositors, 
with the shareholders in the savings and loan institutions. 

This is primarily one of the reasons, or one of the principal reasons, 
for the objection. 

The Cuarrman. You and Mr. McAllister have different views about 
it? 

Mr. Cote. Yes, as I said we are very friendly opponents about this 
situation. He told me when he first became chairman of the board 
that this was his personal opinion, and he has always held this opinion. 
There hasn’t been any change, and he has been very honest and forth- 
right about his opposition to it. 

The CuarrMan. Would you like to make a statement in rejoinder, 
Mr. McAllister ? 

Mr. McAuuister. Well, I had not read Mr. Cole’s statement. I do 
not know whether I can do proper justice in replying to it, but I 
would like to point out 1 or 2 things. The point is made that the risk 
of the Insurance Corporation will be increased by this proposed pro- 
cedure. Let me say to you that the Corporation’s capital was orig- 
inally $100 million, and due to the amended statute in 1951, half of 
the net earnings of the Corporation have been applied to the reduction 
of the Government’s capital, and $35 million of the capital has been 
retired. 

Mr. Patrman. Mr. Chairman, may I ask him to get that straight? 

Do you mean using the profits from the Government capital to 
retire the Government capital ? 

Mr. McAuuister. No, sir, the Insurance Corporation charges the 
member associations an insurance premium for the service that is 
rendered, just like any other insurance company, and that premium 
has been far in excess of the cost of operating the Corporation, of 
setting up reserves for possible losses, and a payment to the Govern- 
ment as determined by the Secretary of the Treasury—interest for the 
use of the Government capital. 

The CHarrMan. What does that surplus amount to now ? 

Mr. McAuuister. About $145 million. 

The Cuarrman. Then they would have no difficulty in retiring the 
stock now ? 

Mr. McAuuister. No, sir, and it will not place an additional burden 
upon the Corporation to pay the banks a return on their invested 
capital because we are already paying a return to the Treasury for 
the use of the Government’s capital. We are taking half of the net 
‘arnings of the Corporation now to retire the Government’s capital, 
and as Mr. Cole pointed out, very correctly, the payment of half of 
the earnings, in retirement of the capital, in the amount of $35 mil- 
lion, means that there is $35 million that has not gone into reserves 
that would have gone into reserves, so that the capital structure of 
the Corporation today is $70 million worse off than it would have 
been if the Government’s capital had not been retired. 

Now we are proposing that the banks take 20 percent of their 
capital, in round figures a hundred million dollars, and purchase 
3100 million of stock of the Insurance Corporation. That stock 
would be nonvoting, and the control of the Insurance Corporation 
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would be in the Board, and as the risk increases—in other words, as 
the capital of the bank system increases—the Board would have the 
right to require the banks to continue to purchase additional stock in 
the Insurance Corporation. 

So instead of weakening the Government’s position and placing on 
it a greater risk with regard to the $750 million that the Treasury has 
to lend the Corporation in the event of emergency, the Government’s 
risk would be diminished because the capital of the Insurance Cor- 
poration would be increased as the risk increases. 

I think that the savings and loan business, representing in excess 
of $30 billions, producing some 35 to 40 percent of the home mort- 
gages year after year, is entitled to recognition and to the prestige 
that will be given to the board if independence is granted. 

I think that the Board should be in a position to deal with other 
Government agencies on a direct basis. 

I want to say that Mr. Cole has just been a great boss to work with, 
he has not denied a single request that I have made of him, but in 
our opinion, the authority to control the Board rests with the Admin- 
istrator, and if it were someone else besides Mr. Cole, it might be 
rather irritating and embarrassing at times. It has not been, I am 
glad to say, so far. 

The Cuarrman. We know the good things about Mr. Cole are true 
because we have worked with him, too, on this committee, but you 
feel that once having been independent, that that should be returned 
to you? 

Mr. McAuutstrer. That is right. There are approximately 60 gov- 
ernmental agencies that are independent, and I can assure you that 
the judgment of this committee would indicate that there were less 
than a half dozen of them that are of greater importance to the 
economy of this country than the Home Loan Bank Board. 

We are self-supporting. In other words, when the Congress, when 
the House approves appropriations, it is an authorization, and our 
expenditures and expenses are then paid by an assessment against 
the banks, and an assessment against the Insurance Corporation, and 
the Home Loan Bank Board is not supported by the tax dollar. That 
is not entirely the truth, because we are not privileged to pay rent 
for that portion of the space that is occupied by the Board. We would 
be very glad to do so if the Congress would change the law. 

The Cuarrman. You want to discharge all your obligations before 
attaining that position. 

Mr. McAtuisrer. Quite right. 

Mr. Wotcorr. Could this matter be properly handled by reorgani- 
zation, by recommendation by the President ? 

Mr. Corr. Mr. Wolcott, the answer is yes. Of course, Mr. Wolcott, 
as I commented, the administration 

Mr. Woxcorr. All I wanted you to answer me was could it be done 
by reorganization / 

Mr. McAuuistrer. Yes. 

Mr. Wotcorr. Has the President been consulted about it ? 

Mr. McAuuisrer. Yes. 

Mr. Woxcorr. If he wanted to move, he would move, by reorgani- 
zation ¢ . 

Mr. McAuuisrer. That is correct. 

Mr. Woxcorr. He obviously doesn’t want to move, then ? 
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Mr. McAuuistrer. The answer is, He does not want to move at this 
time, yes. , 

Mr. Wotcorr. When he sees fit to move, he can submit a reorganiza- 
tion plan to Congress. 

Mr. McAtuisrer. That is correct. 

The Cuarrman. It was placed in the Housing and Home Finance 
Agency by a reorganization plan; was it not? 

Mr. McAuuisrer. Yes, sir, that is true, Mr. Chairman. 

The Cuarrman. And it could be taken out the same way / 

Mr. McAuuisrer. Yes, sir. 

Mr. Wovtcorr. Usually the President has not hesitated to send a 
reorganization plan down here if he wanted to reorganize an agency. 
If he took the initiative by reorganizing, then he could leave it up to 
us to either approve or veto the reorganization plan ‘ 

Mr. Corr. I didn’t get your question. I got the statement. 

Mr. Wo.corr. On repeated occasions the President has instituted 
reorganization proposals, and sent them down to the Congress either 
for approval or veto. In that respect the legislative processes are 
rather in reverse. We do not know whether we should accept the 
responsibility of initiating this plan until the President has made some 
suggestion as to what should be done, since he is more or less respon- 
sible. It is now a part of the executive agency. If he reorganizes it 
as an independent agency, unless we amended the basic law, it would 
no longer be a part of the executive establishment; is that right / 

Mr. Cote. That is a technical question, Mr. Wolcott. 

Mr. Wotcorr. Did the act of 1932 make the Home Loan Bank 
Board a part of the executive establishment, Mr. McAllister ¢ 

Mr. McAuuisrer. Yes, sir. 

Mr. Wotcorr. So if we set this up under an independent basis, it 
would still be a part of the executive establishment / 

Mr. McAuusrer. Yes, sir. 

Mr. Corr. That would be my judgment. 

Mr. Wotcorr. And your Board reports directly to the President 
through the Housing and Home Finance Agency; 1s that correct 

Mr. McAuuistrer. Yes, sir. I might point out, Mr. Chairman, that 
the Federal Reserve and the FDIC, which serve the same functions to 
the commercial banking field, are independent. 

Mr. Woxcorr. The Federal Reserve is not a part of the executive 
establishment. 

Mr. McAuuisrer. Isee. The FDIC is. 

Mr. Woucorr. Yes, sir, the FDIC is. 

Mr. McAuuister. And the Congress in the last 2 years made similar 
agencies having to deal with farm credit likewise independent agencies. 

Mr. Coix. Shall we proceed with the rest of our statement, Mr. 
Chairman ? 

The Cuairman. You may proceed. 

Mr. McDonouen. Mr. Chairman, before Mr. McAllister leaves, I 
would like to ask him a question. 

The Cuamman. Mr. McDonough. 

Mr. McDonoveu. In connection with the authorities now granted to 
the savings and loan associations, what is your opinion about granting 
them the right to finance the small-home builder in acquiring home- 
sites as well as financing the improvements on the land ¢ 
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Mr. McAuuister. It is my judgment, Mr. Chairman, and members 
of the committee, that that is an authority that ought to be granted to 
the Board and ought to be included in the law. We proposed an 
amendment of that kind, which was not included by the administra- 
tion in the administration housing amendments. 

What we proposed was that associations might be authorized to-in- 
vest not to exceed 5 percent of their savings in land or improvements 
thereon, provided those associations had a minimum 5 percent reserve ; 
in other words, you might say that there would be a hundred percent 
reserve for every dollar of risk taken in that connection. 

The cost of land, around the larger urban areas, has increased so 
markedly in the last few years that we feel that if associations are not 
privileged to do that, it is going to be very difficult for the small builder 
to have land on which to build. We feel that this is a calculated risk, 
and under the restrictions that we have proposed, one that can well be 
taken by the insured associations, and I might say to you, sir, that in 
9 States, State-chartered associations now have that privilege. And 
in no place that I know of has objection been raised to that authority 
and that procedure. 

However, it has been used to but a very limited degree. 

Mr. McDonovex. Would you consider a small builder one who is 
seeking a hundred acres of land, for instance? What do you mean 
by a small builder ? 

Mr. McAtuister. We will take a hundred acres. In most areas 
around most of the larger cities, you might say that that hundred 
acres would cost $3,000 an acre, and that would be a $300,000 invest- 
ment, and the improvements on that land would cost from $100,000 to 
$125,000. 

I would say that it would be more than a small builder who would 
be able to finance an operation of that kind. 

Mr. McDonovuen. So that a small builder, then, would be in the 
category of one who is developing 25 to 50 acres ? 

Mr. McAuuister. Yes, sir. 

Mr. McDonovueu. And if the land were priced at $3,000 an acre, 
what percentage of the cost of that land do you think the association 
should finance, or should insure, or advance money for? How much 
should the builder be obligated for in the deal ? 

Mr. McAuutsrer. Under this proposal, the association would be in 
position to purchase the land and develop the land. 

Mr. McDonoveu. The whole amount? 

Mr. McAuutster. The whole amount; yes, sir. 

Mr. McDonoveu. You say that is a calculated risk. Even if he is 
investing dollar for dollar his reserves, he has reserves to cover? 

Mr. McAtuisrer. Yes. 

Mr. McDonoven. I don’t see that there is much of a risk there. 
There is less risk in the financing of the purchase of land sites than 
there is in the financing of improvements. 

Mr. McAuuisrer. Yes, sir. 

Mr. McDonoveu. Because the land is always there to use for vari- 
ous purposes, and I think that that amendment should be included in 
the House bill. 

Mr. McAtuister. I might say, Congressman, that in the State of 
California, State-chartered associations have that right. ‘They can 
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buy land in California. Federal savings and loan associations cannot, 
however. 

Mr. McDonoven. Federal associations cannot ? 

Mr. McAuuisrer. That is right. 

Mr. McDonovueu. And $3,000 an acre is pretty far out, as far as 
residential areas in California are concerned / 

Mr. McAuuister. Yes, sir, the price there would be $6,000 an acre, 
instead of $3,000. 

Mr. McDonoveu. That is right. I am glad to have your views on 
that, and I think it is a matter the committee should consider in writ- 
ing this bill. I am going to ask the Clerk to prepare an amendment 
to fit that situation, which I would like to introduce. 

Mr. Muurer. Mr. Chairman. 

The CuarrMan. Mr. Multer. 

Mr. Mutter. I havea few questions. 

Mr. Cole, do you have any view or opinion on this matter that Mr. 
McAllister and Mr. McDonough developed, about the purchasing of 
land by these associations ¢ 

Mr. Cotz. Mr. Multer, I am again appearing here as representa- 
tive of the administration; as Mr. McAllister said in his statement, 
this is not in accord with the policy of the President, this proposal. 

Mr. Mutter. To me this sounds like a new concept for these asso- 
ciations, to engage in purchasing land, and my first reaction would 
be that it is not a good thing for them to do. 

Do you think, Mr. McAllister, that it would be a good thing to 
permit the banks to buy land, even to the extent of 5 percent of their 
capital ? 

Mr. McAuutster. Yes, sir, I do. 

Mr. Muurer. And the insurance companies that are in the lending 
field, would you approve of their buying land for improvement, too? 

Mr. McAuuister. I cannot cite it to you exactly, but in most of the 
States the insurance companies are having the laws amended so that 
they have that right, and in many States they already have that right. 

Mr. Mutrer. They have the right to buy land for improvement, 
insurance companies do? 

Mr. McA.uisrer. Yes, sir. 

Mr. Mutter. I would like to have a list of the States that have 
authorized that action by the insurance companies. 

Mr. McAuuster. All right, sir. 

(The information is as follows :) 

Home LOAN BANK Boarp, 
HovusING AND HOME FINANCE AGENCY, 
Washington 25, D. C., June 3, 1955. 
Hon. BRENT SPENCE, 
Chairman, House Committee on Banking and Currency, 
House of Representatives, Washington 25, D. C. 

My DEAR CONGRESSMAN SPENCE: At the recent hearing before your committee 
on H. R, 5827, a bill to extend and clarify laws relating to the provision and 
improvement of housing, the elimination and prevention of slums, and the con- 
servation and development of urban communities, during the course of my testi- 
mony a question was raised with regard to a proposed provision which would 
permit Federal savings and loan associations to invest a limited amount of 
their assets in real estate for homesites and housing and in order to assist in 
the rehabilitation and rebuilding of substandard residential areas. 

Legislation along these lines had been proposed in a hearing before the Senate 
Banking and Currency Committee on 8S. 1800, a companion bill to H. R. 5827, by 
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one of the witnesses before the committee. The language of the amendment 
as proposed reads as follows: 

“Without regard to any other provision of law, but under such rules and 
regulations as the Board may prescribe, any such [Federal savings and loan] 
association whose general reserves, nonwithdrawable shares, surplus and undi- 
vided profits are at least equivalent to 5 percent or more of its withdrawable 
accounts is authorized to invest a sum, not exceeding 5 percent of its withdraw- 
able accounts, in homesites, including the development thereof, and housing for 
sale or rental, including property acquired for the specific purpose of reconstruct- 
ing, rehabilitating, or rebuilding residential areas to meet the minimum stand- 
ards of health and occupancy prescribed by appropriate local authorities to 
assist in the development thereof, or in shares of a corporation wholly owned by 
one or more institutions insured by the Federal Savings and Loan Insurance 
Corporation, which is chartered for any of the specific purposes hereinbefore 
enumerated, and to make or otherwise invest in loans for the acquisition and 
development of homesites and housing.” (Brackets supplied.) 

In discussing this provision, Congressman Multer asked for a report covering 
State laws with regard to the investment by banking institutions, savings banks, 
and insurance companies in real estate for development purposes. <A study by 
our legal department indicates that there are no provisions in the laws of any of 
the States, relating to banks or savings banks, which expressly or by reasonable 
implication confer such power upon banking institutions. However, our research 
indicates that the contrary is true with regard to insurance companies. I list 
helow some 25 jurisdictions in which insurance companies are permitted to in- 
vest in real estate for development purposes, together with appropriate refer- 
ences to statutory provisions wherein such authorizations may be found : 


Pe Te ae es Ark. Stat. 1947, sec. 66-234. 
California Cal. Ins. Code, sec, 1160.2, 1160.3. 
Colorado Colo. Rev. Stat. 1953, see. T2-1-38. 
Delaware (implied) Del. Code Ann., title 18, sec. 706 (16). 
Idaho Ida. Code, sec. 41-606. 

Gen’l Stat. of Kan. 1949, sec. 40-228. 

Rev. Stat. 1950, sec. 22-844 (G). 
Maryland Ann. Code of Md., art. 48—A, sec. 26. 
Massachusetts... .... Ann. Laws of Mass., ch. 175, sec. 66 A. 
Michigan (life companies)__ Mich. Stat. Ann., sec. 24.77. 
Minnesota Minn. Stat., sec. 61.12. 
Mississippi Miss. Code 1942, sec. 5653. 
Missouri Vernon’s Ann. Mo. Stat., see. 375.330 (7). 
Montana Rey. Code of Mont. 1947, sec. 40-1914. 
Nebraska Rev. Stat. of Nebr. 1943, sec. 44-311.02. 
New Jersey N. J. Stat. Ann., sec. 17 : 24-1. 
New Mexico 1951 Cum. Supp. to N. M. Stat., sec. 60-307. 
New York McKinney's Con. Laws of N. Y. Ann., bk. 27, sec. 81. 
North akou.._...._.. _ N. D. Rev. Code of 1943, sec. 26-0811, —0812. 
Oklahoma Okla. Stat. Ann., title 36, sec. 17.4a. 
Pennsylvania Purdon’s Penna. Stat., title 40, sec. 506. 
Rhode Island R. I. Acts and Resolves 1947, ch. 1866, p. 109. 
Tennessee : Williams Tenn. Code, sec. 6205. 
Utah Utah Code, sec. 31-13-17. 

Va, Code, sec. 38.1-216. 


Congressman Multer also asked for the name of, and whether, in the nine 
States in which savings and loan associations had authority along the lines con- 
templated by the above-quoted amendatory language, any insured institutions 
were engaging in buying land for development. The States referred to, together 
with appropriate statutory references, are as follows: 


California Calif. Financial Code § 6705. 

Illinois____-_ lil Smith-Hurd Ill. Stat. 82 § 231k. 

Indiana - surns Indiana Statutes § 18-2123. 

Michigan Mich. Stat. 1953 Cum. Supp. § 23.554 (1). 

Missouri Vernon’s Ann. Mo. Stat. § 369.570. 

New Hampshire N. H. Sess. Laws 1947, chap. 24 § 7. 

ee See ae N. M. Stat. 1954 Ann. § 50-1405. 

Oklahoma , Okla. Stat. Ann. 18 § 233. 

Maryland__-_- _ No express statutory provision. (Maryland asso- 
ciations have broad corporate authority.) 
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The Federal Savings and Loan Insurance Corporation has no broad statutory 
power over the investments of State-chartered savings and loan associations, 
even though they are insured by the Corporation. Unless there were a question 
as to legal power, under State law, concerning a purchase of a particular prop- 
erty for development as homesites, there would be no requirement that such type 
of transaction be included in our records. I make this statement to explain why 
I am not able to reply fully to the question of whether or not State-chartered 
insured institutions are engaging in this business. I can say that I personally 
know that it is being done in California. 

If we can be of any further assistance to the committee we will, of course, 
welcome any request you may make. 

Very truly yours, 
WALTER W. MCALLISTER, Chairman. 

Mr. Mutrer. I think it is about the most dangerous practice in 
which you can permit a lending institution to indulge. They will get 
into competition with the builders in the purchase of land for im- 
provement, they will get into the business of improving this unim- 
proved land, bringing in facilities and utilities in anticipation that 
sometimes somebody is going to come along who will want to develop 
that area or that property, and then buy it from the institution or 
the association for the purpose of putting a dwelling on it. The 
same lending institution will then finance the builder who buys from 
It. 

Mr. McDonoveu. Will the gentleman yield? 

Mr. Murer. Yes, sir. 

Mr. McDonoveu. I think your assumption is wrong. They are 
not going to go out and seek tracts of land, and put in utilities and 
prepare it for subdivision purposes without knowing that there is 
an immediate improvement to be put on the land. You painted a 
picture of speculating in vast land areas in anticipation of improve- 
ment. 

Mr. Mutrer. That is precisely how it will wind up. How can you 
or I or anybody else sit back and say, “I know that tomorrow some- 
one will come along who is going to build on this property”? If some 
builder is already there to buy the land and put up the building, 
he can get financing for that. He does not have to have a lending 
association go out and buy the land and improve it for him. 

Mr. McDonoveu. If he can get his financing from other sources, 
why shouldn’t he ¢ 

Mr. Mutrer. This is a matter of having the association go into the 
business of buying the land and owning it and holding it until a 
purchaser comes along to buy it. 

Mr. McDonoveu. Financing it just the same as they do the im- 
provements on the land. 

Mr. Mutter. Is this going to be any different from what we are 
trying to prevent the holding companies from doing? We say a bank 
holding company should own only banks. It should own only banks 
and get out of all other businesses. Now you are going to let the 
lending institutions go into the realty business, buy up the land, 
improve it in part, and wait until somebody comes along who wants 
to buy the land and then build upon it. Build what? Homes, fac- 
tories, or garages. 

Mr. McDonoven. The land is going to be improved and the builder 
seeks financial aid from the association. 

Mr. Mutter. All he need do today is to go in and make an applica- 
tion and say, “I have got an option on this property, here is what 
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the cost is, I want to improve it, this is what it is going to cost, and 
I want a loan so that I can build dwellings.” 

Mr. McDonoveu. What is wrong with that ? 

Mr. Mutrer. Nothing, there is nothing wrong with that. That is 
what these associations should be doing. That is what the banks 
and lending institutions are doing. 

Mr. McDonoven. That is what we are proposing they do. 

Mr. Mutter. You are proposing they go out and buy the land. 
This is not a financing deal. This isa purchasing deal. 

Mr. Bass. Isn’t this something we can thrash out in executive ses- 
sion ¢ 

Mr. Mutter. No, I would like the opinion of the witnesses on the 
matter. 

Mr. Bass. Well, can we hear the witnesses ? 

The Cuatrman. Let’s proceed by questions and answers. 

Mr. McAuutster. I would like to point out, Congressman, in the 
first place, that most associations are not going to be interested in 
acquiring land for development purposes, but those in the larger areas 
will see an opportunity and a need for that service, and their proce- 
dure will simply be to get an option upon a piece of land, contact their 
builders, get their estimates as to the cost of improvements, and the 
chances are the entire property will be optioned out to the builders 
before—— 

Mr. Mutter. You say, “chances are.” Why take the chance? 

Mr. McAuuister. Well 

Mr. Mctrer. Is this to be a purchase of real estate or is it to be a 
financing deal ? 

Mr. McAtuister. It is to be a purchase of real estate. 

Mr. Motrer. Why should any lending institution be authorized to 
go into the business of buying and selling land? Would you author- 
ize them to buy completed multifamily dwellings and hold them for 
resale ? 

Mr. McAtuister. Savings and loan associations are not interested 
in that. 

Mr. Mutter. If they are not interested in buying and holding for 
sale a complete improved project, why should they be interested in 
buying unimproved property and holding it for resale ? 

Mr. McA.uister. Because the competitors of savings and loan 
associations in large centers have acquired large tracts of land and 
those tracts have been improved and made available to builders with 
the restriction that the builders finance their entire operation through 
those particular companies. 

Mr. Murer. You mean the lending institutions have done that ? 

Mr. McAuuister. Yes, sir. 

Mr. Murer. Can you give us a list of the States in which that is 
happening, and where the lending institutions are authorized to do 
that? I don’t mean at the moment, but can you submit it to us for the 
record ? 

Mr. McAuuister. Yes, sir. 

Mr. Mutter. I would like to have it. 

(The information requested appears at p. 84.) 

Mr. McDonovucn. There are nine State associations that permit 
that now. 

Mr. Mutter. I would like to have a list of those States. 
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(The information requested appears at p. 84.) 

Mr. McDonoucu. You speak of purchase of land, Mr. Multer. 
Would you object to the financing of the purchase of the land? 

Mr. Mutrer. That is what they are in business for, is to finance 
the purchase, if by “finance” you mean lending the man the money 
with which to carry on his realty operations. 

Mr. McDonoveu. But the present authority is to lend on the im- 
provements on the land, not the land itself. The amendment I am 
talking about is to help finance the purchase of the raw land, to 
finance the purchase of the raw land. 

Mr. Mutrer. Let me demonstrate to you the fallacy of that idea. 

Mr. McAllister, is there any limitation presently upon the percentage 
of loan to value of property that savings and loan associations can 
make? 

Mr. McAtuister. Generally speaking, yes. 

Mr. Mutter. What is the maximum ¢ 

Mr. McAuutsrer. Federal associations may make a maximum loan 
up to 80 percent of the value of the property. 

Mr. Mutter. What is the maximum allowed by any of the State- 
supervised associations? 

Mr. McAuuisrer. I cannot tell you exactly how many States there 
are, but there are a number of States that will permit loans to a full 
limit. In other words, a hundred percent. 

Mr. Mutrer. Mr. McAllister, as a man who is in charge of an im- 
portant lending program, would you approve a lending policy that 
permits lending to the full value of the property ? 

Mr. McAuuister. No, sir, I do not approve of that. 

Mr. Mutrer. How about this no-down-payment program; are you 
in favor of or opposed to the no-down-payment purchases ? 

Mr. McAtuister. I do not believe in no down payment. 

Mr. Mutrer. I am in total agreement with you. That is why I 
cannot reconcile myself to your idea that it would be all right to let 
these lending institutions, who are otherwise interested in making 
loans within limitations as to the value of the property against which 
they loan, and I agree with you—others may disagree—that it is good 
lending policy—I wouldn’t have a lending officer in a banking insti- 
tution that I controlled, who would approve of lending to the full 
value or lending on a no-down-payment basis, no matter whether it is 
an industrial site or building or a one-family or multifamily house. 

The Carman. Do vou mean that savings associations should pur- 
chase this land for development and would take title ? 

Mr. McAuuister. Yes, sir, under my proposal, it would be author- 
ized, but in a very limited amount, you understand—in no event more 
than 5 percent of the association’s savings. Take, for instance, an 
association 

The CHatrman. It is risk capital to that extent. They purchase 
the land? 5 

Mr. McAuuister. Yes, sir. 

The Cratrman. Doesn’t that violate the fundamental principles of 
their policy? That is the people’s money. It is an investment. It 
is not an obligation to pay. It seems to me that what we are attempt- 
ing to do in all of these institutions is to only permit them to invest 
their money in obligations to pay, and not to speculate. 
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Mr. McAuusrer. Yes, sir, there is a point to that. At the same 
time we are restricting them in such a manner that we do not believe 
the risk is one they can’t afford to take. 

The Cuamman. It is entirely dependent on the judgment of the 
directors ? 

Mr. McAuuister. That is right. 

The Cuamman. And it seems to me it changes the fundamental 
concept, because it allows them to make risk investments, rather than 
to invest their money in obligations? 

Mr. McAuusrter. Under the 1954 Housing Act, provision has been 
made for urban redevelopment, and that is the acquisition of land 
and the resale of that land for its best use, and so on. In Detroit, 
for instance, a sizable body of land is ready to be developed. The 
associations there would like to participate in the development of that 
land. Under the present regulations they can not do so. This would 
authorize them to do so. 

The Carman. I know of lots of people who were mighty well 
off and are broke now because they did that very thing. 

Mr. Brown. Mr. Chairman; [ cannot understand you, Mr. McAl- 
lister, when you say you wouldn’t want a hundred percent loan, at the 
same time you would pay a hundred percent of the value for resale. 
That is certainly putting the Government in business. 

Mr. McAuusrer. That is correct. On the other hand, if they made 
hundred percent loans there would be no limit to the savings that 
could be invested in those loans. Here, in what we would be willing 
to admit is a hundred percent loan, we are limiting their investment 
to 5 percent. 

Mr. Mutter. But once you let them speculate to the extent of 5 per- 
cent, where are you going to stop? They will come along then with 
some other kind of speculation on a 5-percent basis. 

Mr. McAuutster. If the Congress grants this authority, they cannot 
speculate any further than that. 

Mr. Motrer. But then they will come back and say, “We did all 
right in this speculation, let’s try some other.” These institutions, to 
my mind, have been built on a conservative, sound lending philosophy, 
and I think they ought to be kept to that. , 

There is a further limitation, is there not, on their lending policy ? 
In addition to the percentage limitation, am I not right that every 
savings and loan association is limited to lending on improved prop- 
erty today? 

Mr. McAuuister. Yes, sir. 

Mr. Mutter. With the exception of those 9 States where the State 
organizations have now been given permission to advance up to 5 per- 
cent in purchase of land ? 

Mr. McA.uster. Well, the nine States permit associations to buy 
land for development purposes. There are other States—I do not 
know the number of them—that permit full loans, hundred percent 
loans. 

Mr. Muurer. As a matter of fact, even where they acquire improved 
property because of defaulted mortgages, there are requirements by 


most supervising agencies that they must dispose of that property 
within a reasonable period of time? 
Mr. McAtuister. Yes, sir. 
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Mr. Mutter. They are not permitted to hold these properties and 
continue to operate them, no matter how profitable they may be? 

Mr. McAuuisrer. Of course, if that authorization would be granted, 
we intend to issue regulations that will properly safeguayd. We did 
not spell that all out in the proposal. 

Mr. Moutrer. Can’t you see, Mr. McAllister, that if we granted this 
permission to these Federal savings and loan assoc iations, we immedi- 
ately put all of them throughout ‘the country in the position of going 
in and competing with land i improvers and developers, and you imme- 
diately get into an inflationary spiral in all unimproved land, in the 
suburbs, and those parts of the country that are ready for develop- 
ment? Isn’t that something we want to avoid ? 

As the demand for housing comes along, the builders can go in and 
present to the association their applic ation, based on their plans and 
costs. That is the way it is done now. 

Am I not right that the other way would create a tremendous in- 
flationary spiral in all that undeveloped land all over the country, if 
we give this right to the Federal associations ¢ 

Mr. McAuuister. I question that conclusion, Congressman. I do 
not believe that that would occur. 

Mr. Mctrer. You do not think it would ? 

Mr. McAtutsrer. No. I think we have done a whole lot more to- 
wards that by the easing of credit requirements, than could possibly 
occur on the part of the limited number of associations in the larger 
urban areas who would be interested in land development. 

Mr. Mutrer. Well. if easing the credit requirements is inflationary, 
isn’t it going to make it that much more inflationary when the lending 
institutions ‘buy the land? The pressure is going to be on the lending 
institutions to buy. At what price are they going to sell? Ata profit ? 
How much mortgage are they going to take back when they resell ? 

Mr. McAuusrer. Their loans will have to meet the regular require- 
ments, as far as loans are concerned. 

Mr. Mutter. Yes, but then, when they are actually the owners of 
the property, they are going to be in the position of appraising their 
own property. I can foresee getting into that very dangerous situ- 
ation that ruined so many people throughout the country not so long 
ago, when the institutions that were lending had their appraisers go 
out and deliberately overappraise property, and all of those people 
who had these fine bonds paying 6 and 7 and 8 percent lost every dollar 
of principal, 

Investment companies went bankrupt. Many mortgage companies 
went bankrupt. Solely because of the fact they were dealing with 
their own property: their own appraisers went out and deliberately 
overappraised. Talk about windfalls in mortgaging. What they did 
in those days does not begin to compare with what happened under the 

608 program. 

You recall that, don’t you? 

Mr. McAuuistrer. I certainly do. 

Mr. Muurer. Aren’t we getting into that kind of a dangerous situ- 
ation when we let lending institutions own their own land, which they 
must resell to a developer whom they are going to finance? 

Mr. McAuuister. Well— 

63137—55——7 
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Mr. O’Hara. Mr. Chairman, I would like to know more specifically 
what is proposed. I am confused. I have been told by the building 
and loan people in Chicago what they have in mind, and it is not clear 
to me that,the discussion here is applicable. In any event I should 
wish them to have the opportunity of being heard. As a member of 
this committee from Chicago I always have regarded it as my obli- 
gation to Chicago to endeavor to arrange that witnesses representing 
responsible groups should be heard by us if they so desire. 

The building and loan associations in Chicago do a fine job in 
encouraging and aiding our people in the ownership of homes. I do 
not understand that they have any thought of going into the business 
of land ownership and speculation. What Mr. Multer referred to 
was the sad condition that obtained during the construction boom 
preceding the crash of 1929. So-called gold real estate bonds were 
sold to a national total of some $30 billion. Officers of banks were 
in on the sale of vacant land at grossly inflated figures and in some 
instances shared profits with the builders, meanwhile soliciting deposi- 
tors in their savings departments to withdraw savings for the purchase 
of the bonds that furnished the mortgage money. As was well known 
in Chicago at the period it became my mission to lead the impoverished 
and defrauded bondholders in their efforts to obtain some redress. 
As one result of our efforts the House created the select committee 
chairmaned by the late Congressman A. J. Sabath and of which the 
present junior Senator from Illinois, then a freshman Member of the 
House, was a member. From the little information I have of what 
the building and loan people are suggesting now it is not clear to me 
that the conditions of those predepression days, and the conduct of 
certain bankers in rigging up inflated values because real estate bonds 
were so easy to sell, has any applicability. I cannot tell until the 
matter has been presented to us in specific form and in detail by those 
who are recommending it and who profess to believe that it has a 
legitimate merit in helping to solve our urban home problem. T have 
an open mind on this as well as all other matters coming before us. 
I want information. 

Mr. McAtuister. Well, Congressman, let me say to you that I am 
not advancing this proposal. I personally favor the proposal, and I 
submitted it in line with the other proposed amendments, and it was 
rejected by the administration, so the question was directed to me and 
I was merely expressing my personal opinion. 

I understand that the trade association, or some people in the busi- 
ness, will propose that as an amendment to the housing bill. 

Mr. O’Hara. What I am interested in knowing is whether the pro- 
posal that you have touched upon and that has occasioned some spirited 
colloquy is to be presented to us later in specific detail. 

Mr. McAuuister. Yes, sir. 

Mr. O’Hara. Thank you, Mr. Chairman. As I have said, I have 
an open mind on this, but I do want to see that the people interested— 
and I am thinking especially of the building and loan associations in 
Chicago—have an opportunity to be heard. 

The CuatrMan. The door is open to anyone who feels they have an 
interest in this legislation and who desires to be heard. 

Mr. Kireurn. Mr. Chairman, what bill are we considering now’ 
> a CuHarrMAN. We are considering the administration housing 
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Mr. Kizsurn. I thought we were considering another bill. 

The CuHarrmMan. Well, we branched off. We do not stay on the track 
all the time. 

Mr. Wipnatt. Mr. Chairman. 

The Cuatrman. Mr. Widnall. 

Mr. Wipnatt. Mr. McAllister, I have been interested in the ques- 
tioning by Mr. Multer, particularly as to this: Have you not found, in 
the nine States where savings and loan associations are permitted to 
make this type of investment, that land values have gone up? 

Mr. McAtuistrr. You are assuming that the land values have gone 
up by virtue of this privilege. 

Mr. Wipnat. Out of proportion in the other States. 

Mr. McAuuister. By virtue of this privilege to the associations? 

Mr. Wipna.u. Yes, sir. 

Mr. McAuuister. I doubt very seriously if that is the case, because 
I stated that though the associations in nine States had that statutory 
privilege or right, that in very few instances have they exercised it. 

Mr. Wipnau. If the members of the Home Loan Bank group actu- 
ally finance about 40 percent of the homes of America—lI think that 
was the figure that was used—it would seem to me that you were plac- 
ing in the field a great inflationary force if you gave them carte blanche 
to underwrite the vacant property. 

Mr. McAuuister. The amount they could invest is very, very 
limited. 

Mr. Wipnatt. It is 5 percent of the capital ? 

Mr. McAuuisrer. Yes, it is a very smal] amount. 

Mr. Wipnau. But they could make a hundred percent investment ? 

Mr. McAuuister. Yes, but it wouldn’t be significant from that point 
of view. 

Mr. Wipnati. Congressman McDonough said that the property 
around Los Angeles was running around $6,000 an acre. 

Mr. McAuuisrer. Yes, sir. 

Mr. Wipnati. And you had previously used the figure of around 
$3,000? 

Mr. McAuuisrer. Yes, sir. 

Mr. Wipnau. In California, the State permits the savings and loan 
institutions to make that type of investment ? 

Mr. McAuuisrer. I can’t be positive about this statement but I do 
not believe there has been but one association there which has partici- 
pated in that type of operation, and if that is the case, they could not 
have had any inflationary influence. 

Mr. McDonovueu. Let me add to that, that in addition to the asso- 

ciation, this permission was granted to the association before that 
land reached that level, but in addition to that, the Veterans’ Adminis- 
tration in the State of California permits the purchase of land and 
the purchase of the home, and they own the title and own the property 
and sell to the veterans. 
_ So that the State of California permits it by law to use their capital 
funds to enable the California veteran to get a home. That is in direct 
competition with other business, but it is a privilege that the State of 
California gives to the veteran, and they give it to them on the basis 
of a 3-percent loan. 

The other point that I can see here is that where the Federal savings 
ind loan associations grant a loan on an improved piece of property, 
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they are certainly taking the land in consideration as security for that 
loan, so they are buying the land, or they are using the land as security. 

The fear and reluctance on the part of Mr. Multer, that it is going 
to be inflationary, is a false fear, I think, for the reason that it is 
limited to 5 percent of their reserves, and it should be further limited 
to small tracks of land. I do not think that any Federal savings and 
loan association ought to be privileged to go out and buy up hundreds 
of acres of land. They should be limited to, I would say, not more 
than fifty acres, or maybe not more than 25 acres. It is for the small 
builder in the highly developed areas where the land cost is high. 

Mr. Mutter. You mean each association cannot buy more than a 
50-acre tract ? 

Mr. McDonoveu. I mean to say if we adopted such an amendment, 
it should be limited to very small tracts of land. 

Mr. Kiteurn. Mr. Chairman, who has the floor ? 

Mr. Mutter. Mr. Chairman, I ask Mr. McDonough to yield to me. 

Mr. Kirevrn. I do not think Mr. McDonough has the floor. I think 
Mr. Widnall has. I would like to ask Mr. Widnall, who has the floor, 
if he will yield. 

The Cuarrman. Mr. Widnall has the floor. 

Mr. Wipnatt. [ yield. 

Mr. Kirzurn. I do not think a savings and loan association should 
be allowed to buy any land. That isn’t banking business, in my 
opinion. 

Mr. Mutrer. Mr. Chairman, will Mr. Widnall yield for a 
suggestion ? 

Mr. Wipnatt. I yield. 

Mr. Motrer. Will you inquire either of the witnesses or Mr. 
McDonough whether or not it is intended that these associations are 
to be permitted to buy a single tract or a series of tracts? Just how 
would the amendment operate, if we gave them the authority ? 

Mr. McDonovueu. That could be written into the amendment. 

Mr. Mutter. I am trying to find out what you have in mind. What 
should be the amendment. Are we going to say these associations may 
buy a tract of 25 acres or 50 acres or may they buy a series of tracts! 

Mr. McDonoven. Not more than 25 acres at any one time. They 
could finance no more than 25 acres at any one time. 

Mr. Wipnat. That isall, Mr. Chairman. 

The Cuarrman. Are there further questions? 

Mr. Mutter. I would like to ask one further question if no one else 
has a question, Mr. Chairman. 

Mr. McAllister, can you indicate to us whether or not in the nine 
States permitting savings and loan associations to buy land, whether 
or not those associations that are doing any of the buying in those 
States are insured? Can you get that information for us? 

Mr. McAuuisrer. Yes, sir, I can give you that information. 

(The information requested appears at p. 84.) 

The Cuarrman. Mr. Ashley. 

Mr. Asuiry. No questions. 

The Cuarrman. Mr. Betts. 

Mr. Berrs. No questions. 

The Cuatrman. Mr. Vanik. 

Mr. VantK. No questions. 

The CHatrman. Mr. Hiestand. 
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Mr. Hiestanp. I have no questions at this time. 

The CHarrman. Mr. Davidson. 

Mr. Davinson. No questions at this time. 

The CuatrMan. Mr. Bass. 

Mr. Bass. No questions. 

The Cuarrman. Mr. Bell. 

Mr. Brtx. No questions. 

Mr. Wotcorr. May I ask one question ? 

The Cuarrman. Mr. Wolcott. 

Mr. Wotcorr. Do the savings banks have authority to invest in un- 
improved property their savings deposits ? 

Mr. McA.uister. Not that I know of. 

Mr. Wotcorr. If you allowed the Federal savings and loan asso- 
ciations to invest in unimproved real estate, wouldn’t that put the 
savings banks in rather a disadvantageous position ? 

Mr. McAuuister. In a disadvantageous position / 

Mr. Woxcorr. Yes. 

Mr. McAuuistTer. Yes, sir, it probably would. It probably would 
also place State-chartered associations in those States where they did 
not now have the privilege, likewise in a disadvantageous position. 

Mr. Wotcorr. My mind goes back to 1939, when there was a similar 
question. In the 1935 Act we had provided that all of the banks must 
come into the Federal Reserve System, otherwise they would not have 
their deposits insured. Then the Federal Reserve Board, the members 
of the Federal Reserve Board, under the original bill introduced was 
to, only at sufferance of the President, who could remove members at 
all—that was defeated, and we gained the independence of the Fed- 
eral Reserve System. 

In 1939, I dictated the minority report on the bill, which would 
have, in effect, compelled every savings bank to convert to a Federal 
savings and loan association or go out of business, because of the 
advantages given to the Federal savings and loan associations, as 
opposed to the savings banks. 

Because the Home Loan Bank Board is a part of the executive 
establishment, members of the Board could be removed by the Pres- 
ident, and it has been decided since then, most definitely, that the 
President can remove officers in the executive establishment. 

Now are we offering something along the same line that we repu- 
diated in 1939% I might say that the minority report started out to 
be the minority report and became the majority report because two 
members of the committee, Mr. Luce and Mr. Gifford, were tempo- 
rarily absent when we voted on it, and we were defeated by one vote. 
When Mr. Luce and Mr. Gifford came back, they signed the minority 
report, and by doing so, the minority report became majority thinking. 

So the majority of the committee, in 1939, looked at this situation, 
and we decided that if we wanted to maintain the independence of 
the whole banking system, that we would have to proceed cautiously 
in the advantages we gave the home loan banking system. 

I was going to say I would make available that report. I have, 
I believe, received the last copy which was available in the Document 
Room, about two months ago, and I have kept it under lock and key 
in my office, but I could make it available for study to those young, 
energetic and ambitious members of Congress who like to work. 
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I took particular pride in that report, and I saved it. I want to 
pass it along to my grandchildren as at least one thing that I did. I 
think we should proced just a little cautiously and discuss it fully 
before we take any action. 

Mr. McAtutsrer. Since you are so kind, we will be glad to avail 
ourselves of the opportunity of borrowing, Congressman. I would 
like to read it. 

Mr. Wotcorr. You may have a photostat of it. 

Mr. Wipnatt. Mr. Chairman. 

The Cratrman. Mr. Widnall. 

Mr. Wiwwnatt. Mr. Cole, while you are here, I did not have the 
opportunity of getting to the hearing yesterday. Did you touch on 
the advantages of the voluntary mortgage credit corporation ? 

Mr. Corr. No, except in answer to one question. We would like 
to discuss that at the end of our testimony very briefly, if I may, Mr. 
Widnall. 

Mr. Wipnatt. I would be very much interested in how effectively 
it is operating now, and whether or not any further amendments 
should be made. 

Mr. Corr. Yes, sir, we would like to discuss it very briefly. 

Mr. Wipnatt. Thank you. 

Mr. McVry. Mr. Chairman. 

The Cratrman. Mr. MeVey. 

Mr. McVey. I have a question I should like to ask. I refer to the 
conversation a few minutes ago between Mr. McDonough and Mr. 
Multer. I would like to inquire whether an organization that is 
organized not for profit, but for civic improvement, under this pro- 
posed bill, has the privilege to buy what might be called wastelands 
or unimproved property for the purpose of reselling it and seeking 
improvements in the locality. Is that possible under this bill? 

Last year, Mr. Cole, we did have an amendment of that character, 
of which you approved at that time. 

Mr. Corr. This a matter having to do with the urban renewal and 
slum-clearance program. 

Tt is not included in the present bill, Congressman. It does change 
the present policy with respect to urban renewal, slum clearance and 
redevelopment. 

Frankly, the Agency looks at redevelopment as a proposal to clear 
slums and blighted areas, and to redevelop them. We did not oppose 
your amendment, sir, as vou well know. 

If the Congress would feel that this change should be made, I do 
not believe we would oppose it. We would think that you should 
consider rather carefully some of the implications involved which 
have to do with acquisition of open land, without the need for the resi- 
dential development of that land. 

I see some possibilities of need for it, particularly in areas such as 
you represent. Tseesome need for it. 

Mr. Davinson. Mr. Chairman. 

The Cuatrman. Mr. Davidson. 

Mr. Davinson. Mr. Cole, while we are on that subject, it is not clear 
to me, as one who has not been exposed to this particular subject for 
very long—I presume we are now on section 220 of title I 

Mr. Corr. Well, Congressman, you opened it up, yes, sir. 
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Mr. Davinson. Yes. Now, I would like to know the constituent 
agency of the HHFA which has jurisdiction there. Is it the Slum 
Clearance and Urban Redevelopment Division ? 

Mr. Coir. No; section 220 is primarily the responsibility of FHA. 

Mr. Davinson. FHA? 

Mr. Cote. Yes, sir. 

Mr. Davipson. Not the Urban Renewal Administration, just FHA ? 

Mr. Corr. That is true, with this exception, of course, Mr. David- 
con. The Urban Renewal Administration, in granting contracts for 
planning and approval of the redevelopment project, does have some 
impact upon the redevelopment, and therefore has some impact upon 
section 220. Do I make myself clear ? 

For instance, if I may clarify, a community desires to clear and 
redevelop a given slum or blighted area. They proceed by going to 
the Urban and Renewal Administration and asking for planning 
funds, 

They then, as time develops, ask for an approval of the redevelop- 
ment plan. Heretofore, there has not been very much of a closely 
coordinated effort between FHA and Urban Renewal. We are trying 
o bring this about as a closely coordinated effort at the very beginning 
<o that the two groups will work together in the development of their 
plans. 

So the answer to your question is yes, it is the primary responsibility 
of FHA, 

Mr. Davinson. I see. Well now, the first applications for FHA 
mortgage insurance, under the new section 220, which was passed, I 
helieve, last year, under the Housing Act of 1954, came from New 
York City, where we have a number of real blighted areas, and there 
were a number of projects started there. 

Now these projects have apparently bogged down considerably, 
and for some reason or other the policy has not been clarified by FHA 
with regard to getting these projects underway. The city, as I 
understand it, has invested considerable sums of money in these 
projects, and the FHA has not been able to effectuate a policy which 
would permit a completion or a development of the projects. 

Can you tell us whether any headway has been made, or what has 
been done, with regard to solving the question of the valuation policies, 
und so on, and so forth, so that we could get this thing underway ? 

Mr. Core. Yes, sir. I must point out 

Mr. Davinson. In the very district from which I come there are a 
number of very blighted areas, where we are not even in a state of 
flux. Half of the stuff is down, half of it is boarded up, and nothing 
is happening, and most of the people are out, relocated, and as to those 
who are still in there, why, those poor unfortunates are receiving very 
little in the line of facilities, they are complaining to the health author- 
ities and to the city building and housing authorites, and the people 
who started in good faith on these projects are being hailed into court 
ind fined large sums of money because the whole program has bogged 
down and we have been unable to effect some policy pursuant to 
which FHA could go ahead with these projects. 

You are undoubtedly aware of that situation. 

Mr. Coir. I am very well aware of it. May I proceed? 

Mr. Davinson. Yes, sir. My question is: What have we done to 
try to break up this roadblock ¢ 
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Mr. Coir. We are very well aware of the problem and very much 
concerned about it, Congressman. May I give a little background 
before I go into what is now being accomplished. 

The projects in New York City about which there has been con- 
siderable difficulty began some years ago. By that I mean they were 
approved, and the program took form, beginning about 1950-51—I 
have forgotten the exact date. The slum clearance and urban renewal 

rogram at that time was new, it was a new idea proposed, and accepted 
by Congress, the people involved in the redevelopment at that time 
had hoped—and some of them believed—that it was a very simple 
thing to come to the FHA and secure insurance on the great multi- 
family housing units which were being constructed in this redevel- 
opment. 

The only program provided for in FHA at that time to accomplish 
this objective, other than perhaps a cooperative housing program, was 
known as 207—section 207. 

In my judgment, and I think in the judgment of everyone, section 
207 could not have been used to insure these projects. These people 
would not have been able to secure insurance under these programs. 
Therefore, in my judgment, it was necessary for us, in 1954, to suggest 
section 220 as a means of overcoming some of the difficulties involved 
in section 207. 

So a number of years of delay occurred in New York City planning, 
with the people, the sponsors, the community, and the Federal Gov- 


ernment as well, trying desperately to accomplish the objective, but 
this, together with many other factors involved, caused the delays. 
After the act was passed in 1954—I think in August 1954—the FHA, 


the Urban and Renewal Administration, and the Office of the Admin- 
istrator, began immediately to prepare regulations and plans in order 
that the program might go forward. As I said yesterday, I am not 
satisfied with the swiftness of the program. I would like to see it 
move faster than it has. 

May I point out, however, that this type of a program requires a 
great deal of thought, and a great deal of care, because it is extremely 
complex, and extremely difficult. This is not an alibi, this is stating 
facts. 

May I point out that when the program was first established in 1950, 
the first preliminary loan money was not made available for the rede- 
velopers for a year and a half. The first grant money was not made 
available for 3 years. So then it takes a long time to do it. 

It is not solely the responsibility of the FHA that regulations and 
rules have not been laid down sufficiently satisfactorily to the spon- 
sors and redevelopers in order that they may be able to go forward. 
It is also the responsibility of the Urban Renewal Administration, and 
the Administrator—myself. It is the need and requirement that we 
bring together, then, all of these tools of the Agency to work together 
to accomplish it. 

This is part of the reason why the so-called delays have occurred. 

Now it is my judgment, based upon very recent information which 
I have had, that these projects in New York will go forward, and will 
go forward very quickly. 

It is not only my desire, but it is my intention to see to it that they 
do go forward. This is now being worked out and I think within a 
very short time we will be in a position to say that they can proceed 
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with these projects. This is a long statement, but it is a long, difficult 
subject. 

Mr. Asuury. May Lask a question ? 

The Cuatrman. Mr. Ashley. 

Mr. Asutey. I would like to pursue just a little further the inquiry 
by Mr. Davidson with regard to your section 220 loans. This is more 
for my own information than anything else. 

The urban-renewal program of the 1954 act really is an extension 
of the redevelopment which was set forth—the redevelopment and 
slum clearance set forth in the Housing Act of 1949; isn’t that correct? 

Mr. Cor. Yes, sir, it contained the same authorities with additional 
expansion of authorities. 

Mr. Asuixry. Yes, it made it possible, for example, for communities 
to get Federal aid, $2 for $1, even when slums were not being cleared ? 

Mr. Corr. Provided, however, it was redeveloped for housing, 
blighted areas. 

Mr. Asuiry. Provided a workable plan was submitted based on the 
same general criteria ? 

Mr. Corr. Yes, sir. You said provided there were no slums to be 
cleared. Iam not sure about that statement. 

Mr. Asutiry. There did not have to be slum clearance ? 

Mr. Core. No, it may be a redevelopment program or a rehabilita- 
tion program, or conservation program, in the renewal area. 

Mr. Asuiry. Yes. Would it be appropriate for me to ask you how 
this works out in practice, for areas which are subject to rehabilitation, 
let’s say, as distinct from slum clearance? Actually, people are dis- 
placed, are they not ? 

Mr. Cote. Oh, ves. if the pian works, people will be displaced. And 
it is working out to that effect. 

Mr. Davinson. That is about the only way it it working, people are 
being displaced. 

Mr. Asutry. Your section 220 provides for FHA loans for the im- 
provement of multiple-dwelling units; is that correct ? 

Mr. Cote. Yes, sir; but is not limited to that. 

Mr. Asutey. And 221, for single units? 

Mr. Cote. That is correct, but again it is not limited to single units. 

Mr. Asutey. Is it your experience that people are displaced when 
these loans are granted, and either the multiple-dwelling units or the 
single dwelling units are rehabilitated ¢ 

Mr. Coz. This particular part of the program has not advanced far 
enough to say what the experience has been. I may say to you, though, 
that it is my judgment that if the city follows through with its respon- 
sibilities in preventing overcrowding, reduction of blighted area, then 
people certainly will be displaced, yes. 

Mr. Asutey. I have a good deal of respect for the job you are doing, 
and my next question is simply by way of inquiry: 

How many loans have been made under sections 220 and 221? 

Mr. Corr. None. 

Mr. Asuiey. Why is that? 

Mr. Corr. I think my answer to Mr. Davidson would cover that 
exactly. May I say that if the program were starting off today, not 
being required to take into consideration projects which were started 
some years ago, I think the program would be moving much more 
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smoothly. I think it would operate a great deal more efficiently and 
quickly. 

This has to do with a number of very practical things. Let’s take, 
for instance, land which was acquired in 1950, by a sponsor, under a 
bid. He bid the land in at a certain price. Now, the land is worth, 
frankly, much more money. The contracts are set. Rights of the par- 
ties have been determined. some years ago. Redevelopment plans 
were drawn based upon that, and the business of bringing into proper 
relationship present valuations, as compared to past valuations, is a 
right tough problem. 

We think we are on the road to licking it, but this is just one of the 
many complexities that are involved in this program. It is, in my 
judgment, one of the most complex situations with which I have ever 
had to deal. I feel very firmly about the idea that it will be accom- 
plished, and that the Agency is moving toward this end, very quickly. 

Mr. Asuiey. What is your prognosis on that? How soon do you 
anticipate some definite action ? 

Mr. Cortez. I am sorry, Congressman. I would not make a—— 

Mr. Asuiry. You understand the reason for that question. TI am 
badgered, perhaps not as much as you are, but I am badgered. 

Mr. Corr. I understand. 

Mr. Davinson. Will the gentleman yield ? 

Mr. Asnury. Yes. 

Mr. Davinson. Isn’t it a fact that as yet the FHA has been unable to 
adopt a valuation policy which would result in valuations under sec- 
tion 220, which are workable, realistic, and which in a sense conform 
with FHA’s own estimates of development costs? Isn’t it because we 
have not had a clear-cut policy by the FHA as to how we are going 
to value and appraise these properties ? 

Mr. Coir. No, I do not think so. I think it is the question of fitting 
that policy into the practical necessities. 

Mr. Davinson. Well, put it any way you want. Put it into the 
practical necessities and exigencies of the situation, or whatever be 
the cause or motivation of your evolving such a policy; isn’t it neces- 
sary that you evolve such a policy before you can make loans, and 
that is the reason you have not made commitments as yet on this 
program ? 

Mr. Corr. That is partly the reason, but not the entire reason. You 
understand, the FHA can only insure such loans as Congress approves, 
No. 1. I mean Congress approves under the statute. They have only 
certain authority. 

For instance, FHA cannot approve a loan, even under section 220, 
where they would insure for 110 per cent. Let’s start with that. May 
I say to you that many of the sponsors would like to have 110 per- 
cent of the cost of construction of the building. 

Many of them want a hundred percent of the cost. It is the problem 
involved in getting valuation on the part of the appraisers, and the 
underwriters, and the FHA, to approximate the needs of the sponsor 
with relation to his capital, and his need to use the capital for working 
purposes, to construct the units, and then to remove the capital as 
quickly as possible so that he may continue to build. 

Now the Congress has felt that there should be some equity invest- 
ment in these projects. The sponsor, on the other hand, the contrac- 
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tor, does not want, naturally, to put any or very much equity invest- 
ment into it. 

All of these things, then, must be related to each individual project. 
You have a given area, you have a different type of project, each one 
of them must be evaluated and determined by the appraisers and by 
the underwriters in the FHA, and they must do it, may I say, based 
upon contracts which were entered into sometime in 1951, under 1954 
conditions. 

I would be the last one to say to you that everything done in the 
Agency is perfect, or that the staff or the top people have done every- 
thing In a perfect way. We haven’t. I merely say to you that we 
are concerned, we are determined, and we think we are going to get 
this job done. 

The Cuatrman. Mr. O’Hara. 

Mr. O’Hara. Mr. Chairman, I would like to make an inquiry. 

How long is Mr. Cole going to be with us? 

I have been here at every session, with 10 or 12 other members of 
this committee, who have introduced a bill to provide housing for our 
senior citizens. I have been hoping that we could have at least an 
hour with Mr. Cole on that subject. 

The Cuatrman. We have not adjourned yet. Ask him a question. 

Mr. O’Hara. It would be difficult to cover the ground in a few 
minutes, Mr. Chairman, and when the House is now in session. 

The Cratrman. That does not make any difference. We can con- 
tinue. 

Mr. O’Hara. Is it the purpose to adjourn very shortly, Mr. Chair- 
man, and will Mr. Cole not return ? 

The Cuarrman. I was hoping we could get through with him this 
morning. 

Mr. O’Hara. May I suggest, Mr. Chairman, that we have an after- 
noon session, and that at that time the matter of housing for the aged 
be gone into. 

The ,CHarrMan. We are still in session. You may utilize the 
time we have now, and if you don’t finish your interrogation, we will 
continue at another session. I suggest that you interrogate the wit- 
ness now. 

Mr. O’Hara. I do not like to enter into this subject of interest to 
many of my colleagues who are sponsoring this proposed legislation 
and who have left thinking we were about to adjourn. I think it 
would be much better to set this subject aside for this afternoon or 
tomorrow, or some other time when all the members who have spon- 
sored the bill for housing for our senior citizens can be present. 

The CuatrMan. Don’t you care to interrogate any further now? 

Mr. O’Hara. Not at this time, Mr. Chairman, in due consideration 
of the cosponsors of the measure. 

The CuHarrman. Mr. Brown. 

Mr. Brown. Mr. Cole, Mr. Rains could not be here this morning. 
He introduced a bill, H. R. 6055, to provide for extension of the 
NMA. A companion bill was introduced in the Senate, S. 1645. 
The question he wanted me to ask was, how do you feel about extend- 
ing FNMA commitments made under one-for-one program ? 

Mr. Coz. Mr. Brown, the bill is not within the program of the 
President, and we do not approve it. 

Mr. Brown. Did you testify in the Senate ? 
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Mr. Cote. Yes, sir. 

Mr. Brown. The Senate passed the bill, did they ? 

Mr. Coxz. So I understand. 

Mr. Brown. You wouldn’t care to make any remarks on it? 

Mr. Corer. I have a statement here, Mr. Brown, on it. I will not 
comment upon the summary of the bill. I will just comment upon 
the Agency’s views. The Housing Agency is generally opposed to 
this legislation on the ground that it would provide for a longer than 
necessary period of time in which to permit contract holders to 
deliver mortgages to FNMA for purchase under the contracts. 

2. Extend the duration of FNMA’s purchasing authority; and 

3. Require FNMA to borrow funds from the Treasury to purchase 
mortgages that would not otherwise be delivered except as a conse- 
quence of the proposed legislation. 

4. Extend the benefits of the legislation to some holders that did 
not merit such relief. 

5. Place FNMA in a position whereby it would hold harmless 
those contract holders or builders that had for a variety of reasons 
overextended themselves or had overestimated their ability to pro- 
duce a certain volume of housing in a certain period of time. 

6. In effect, make FNMA a party to the private arrangements 
entered into between Fannie May contract holders and organizations 
with which Fannie May had no contractual relationships. 

7. Make it possible for purchase contracts to become revolving 
commitments; and 

8. Enable certain contract holders to reuse the contracts and in con- 
sequence receive unintended advantages. 

If, however, it is determined that a measure of relief should be 
given in hardship cases, it may be desirable to consider an alternate 
method of determining the contracts which would qualify for exten- 
sions. A suggested type of alternate procedure would make avail- 
able the benefits of the extensions to mortgages that meet other re- 
quirements set forth in the contracts and that have been executed 
and filed for record prior to the expiration date of the initial term of 
the contract pursuant to which they are submitted for the purchase 
by Fannie May. 

This method of determining extension eligibility would grant the 
desired relief to the great preponderance of cases meriting such con- 
sideration, including cases where hardships are claimed to exist by 
reason of FHA or VA processing delays. 

Mr. Brown. You wouldn’t object if we passed the same bill as 
the Senate did? 

Mr. Corr. Mr. Brown, like my worthy opponent on my left; I am 
here as Administrator, and I object. 

The CHarrman. The House is in general debate, and we can pro- 
ceed for another hour orso. Mr. O’Hara, can’t you ask questions now ’ 

Mr. O’Hara. I should much prefer, Mr. Chairman, to go into the 
matter of housing for the aged people when the other sponsors of our 
bill are here to participate. 

The CHatrMan. We are giving you all the time you desire. You 
may proceed. 

Mr. O’Hara. I was here when we started this morning. I think 
it is one of the most important parts of our housing program. But I 
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do not think it proper for me to proceed in the absence of the other 
cosponsors, 

The Cuatirman. Why don’t you interrogate Mr. Cole now on it? 
Weare here. And that is why we are here. 

Mr. O’Hara. We are here, Mr. Chairman, but the House is in ses- 
sion, and I would like to be on the floor of the House. I have no ques- 
tions to ask at this time. I do appreciate, however, the graciousness 
of the chairman and the fact that we do have much ground to cover. 
It is merely that others interested in the bill have departed expecting 
we were about to adjourn. 

The Cuairman, [f there are no further questions 

Mr. Core. Mr. Chairman, we have not completed all of our pres- 
entation. May I ask this: There was some question about voluntary 
home mortgage credit committee. It will only take 2 or 3 minutes 
more, Mr. Viner, to make a statement on that. 

Mr. Widnall wanted a statement on it. May I ask Mr. Viner to 
come forward and make a very brief statement on it ¢ 

The CHarrman. Yes, sir. 


STATEMENT OF ARTHUR VINER, EXECUTIVE DIRECTOR, VOLUN- 
TARY HOME MORTGAGE CREDIT PROGRAM NATIONAL COM- 
MITTEE 


Mr. Viner. Mr. Chairman, I am sorry I wasn’t here this morning 
to answer the question when it was first asked. 

Very briefly, the Voluntary Home Mortgage Credit program is now 
at the stage where its volume is increasing very rapidly, so that any 
figures that we would have now are quite a change from what we had, 


say, 2 weeks ago. 

As of May 15, which was our latest reporting date, we had received 
a total of 7,434 applications for assistance. We had had 11,587 re- 
ferrals of those applications—the referral figure is larger because a 
number of applications have been rejected by the first lender to whom 
we have referred them, and they have been referred again. 

Of that total of referrals, we have had 201 placements of FHA or 
VA loans. This figure of 201, 118 of those 201 loans were placed in 
the month from April 16 to May 15, and we had had equal acceler- 
ation before. Of figures have gone from 2 loans, 3 or 4 months ago, 
to 11 loans 3 months ago, 85 loans 1 month ago, and 201 at this latest 
reporting date. 

We expect that a large increase in the volume of loans made will 
be taking place from now on. The main reason for the delay appears 
to be the delay in getting appraisals back, so that the lenders can make 
their firm commitments, which is the stage at which we report our 
loans as having been made. It has taken up to 3 months, in some 
cases, to get those appraisals back, and that has caused our figures to 
look a little distorted at this point. 

Through May 15 the volume of loans made through the program was 
$1,642,212. Of those loans, unfortunately, I haven’t had a chance to 
get all the figures, but a large share of them have been loans to members 
of minority groups, made through the program, and of the 201 loans, 
99 resulted from applications by builders, and almost all of those 99 
loans were minority group loans. 








HOUSING AMENDMENTS OF 1955 


In addition, there have been about 7 or 8 individual loans made to 
members of minority groups through the program. 

Mr. Wipnatt. Mr. Chairman. 

The Cuarrman. Mr. Widnall. 

Mr. Wiwnatt. How many regional groups do you have operating? 

Mr. Viner. We have 16 regional committees. 

Mr. Wipnatt. And the loans are submitted to the regional groups? 

Mr. Viner. That is right. \arieu 

Very briefly, the process is this: Our major share of applications to 
date has been referrals made to us of applications for Veterans’ Ad- 
ministration direct loans. The VA has agreed to submit those appli- 
cations to us, and we are given 20 working days in which to find a 
private lender who is willing to make a guaranteed loan to the appli- 
‘ant for a Veterans’ Administration direct loan. Those applications 
come to our regional committees. 

In addition, we have our own application forms for individuals, 
for lending institutions that want to originate loans but don’t have 
outlets for them, and for builders who wish to obtain financing for 
projects they intend to build. Those four types of applications all 
come into our regional offices. 

Mr. Wipnauit. What groups of lending institutions have indicated 
their willingness to enter into this program ? 

Mr. Viner. We have about 1,500 different lending institutions. 
They are representatives of the life-insurance companies, mutual sav- 
ings banks, savings and loan associations, commercial banks, and mort- 
gage bankers. So we have all five types of mortgage lending institu- 
tions in the program. And the heaviest participation on a percentage 
basis would be by the life-insurance companies; the life-insurance com- 
panies with 97 percent of the life insurance industry’s portfolio of 
FHA and VA loans are participating in the program. They repre- 
sent the biggest single ratio of participation to number of companies 
in the industry. 

The others go down—we have over half of the mutual savings banks, 
we have about 800 commercial banks, and about 500 savings and loan 
associations. These figures are rough because we are now in the proc- 
ess of getting in new questionnaires indicating participation from a 
number of lenders, and I haven’t yet gotten the final figures. We have 
also had a few withdrawals from lenders who originally said they 
would participate. So the figures are in a state of flux right now. 

Mr. Wipnatu. What would you say it was, the average amount of 
loan application ? 

Mr. Viner. I have the figure right here. Of the loans made in the 
month of April, the biggest proportion was between $8,000 and $9,999. 

The figures on applications that have not resulted in loans—where 
the loans have been rejected, or where we have been unable to place 
VA direct loans in the time limit we have been given—have been almost 
identical. 

Mr. Wipnauu. Are these loans being made essentially in the sparsely 
populated areas ? 

Mr. Viner. Yes, sir; with the exception of the minority group 
loans. We have a large list of areas that have been designated as 
eligible for assistance. That includes all of the Veterans Adminis- 
tration direct loan areas, it also includes a number of other communi- 





HOUSING AMENDMENTS OF 1955 103 


ties, most of them under 25,000 population. In addition to that, we 
have no area restrictions at all for members of minority groups who 
are unable to obtain financing under the same terms and conditions as 
available to others. So the minority group applications have come 
largely from the cities. 

Mr. Hiestanp. Would you care to generalize as to the average in- 
terest rate of those loans? 

Mr. Viner. I have figures here. For the months of March and 
April, when there were 109 loans. I can run right down the figures 
here. Twenty-two loans were taken at par, 28 were taken at 98 to 99.9. 

Mr. Hiestanp. What would be the interest rate payable on that 
inortgage ¢ 

Mr. Viner. I haven’t computed the rate to maturity. They are all 
414-percent VA or FHA loans. 

Mr. Hiesranp. That is what I wanted to know. 

Mr. Viner. Some at slight discounts. 

Mr. Hresranp. Thank you. 

Mr. Wipnatu. Do you feel that with an increased understanding of 
the program that you are going to get much more enthusiastic re- 
sponse in the future? 

Mr. Viner. Yes; we find already from indications of interest that 
the program is catching on very definitely right now, and we expect 
a very sharp increase in the number of loans placed through it. 

Mr. Wiwnauu. Actually, I think that the people of the United 
States, the average person residing in the United States, doesn’t under- 
stand that this program is really moving, providing help for minority 
groups to obtain single-family housing, the way they could in the past ? 
I think it is important to get that across to the people. 

Thank you very much. 

Mr. Vantk. Mr. Chairman. 

The Cuatrman. Mr. Vanik. 

Mr. Vantx. I would like to ask Mr. Viner about these 201 loans that 
have been granted. 

How many of those loans were builders’ loans? 

Mr. Viner. Ninety-nine. 

Mr. Vanix. And the remainder were—— 

Mr. Viner. Individual applicants. And most of those were VA 
direct loan applicants. 

Mr. Vanrx. And can you tell us the lending agencies, specifically, 
with respect to these 201? How many were insurance loans and how 
many bank loans? 

Mr. Viner. With respect to these March and April figures 

Mr. Vanix. That isthe 109 loans? 1 

Mr. Viner. Of the 109 loans, 16 were made by savings and loan 
associations, 9 by commercial banks, 35 by life-insurance companies, 
» by mutual savings banks, and 44 by mortgage bankers. However 
in that 44 the majority were actually taken by life-insurance com- 
panies, We have a procedural change that gave the mortgage bankers 
a figure. This will be dropped out of our future statistics. We have 
changed our referral procedure to expedite the placement of loans. 
Some mortgage companies serve as correspondents of life-insurance 
companies and mutual savings banks. 

Mr. Vanik. Once the loan is obtained what does your agency do? 

Mr. Viner. We act as a clearinghouse. We bring together a lender 
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who is willing to lend in a given area, with a borrower or applicant 
who has been unable to get FHA-insured or VA-guaranteed financing 
through normal channels. We get them together and they negotiate 
their own terms, in terms of the application that they have received, 
and we merely write up a credit for one of these loans that is on the 
list when we have a notification from the lender that an agreement 
has been made and the loan will be granted to the applicant. 

Mr. Vantk. Do you in any way advertise the lending institution so 
that a person can just read about it and go there himself and save the 
forwarding of an application to several oflices ? 

Mr. Viner. That, of course, can be done, because if the applicant 
knows where to go—but I think that with a massive program like 
this, we hope those people will come to us and we feel we can give very 
prompt service. We have a rotation system so no one lender will get 
the bulk of the applications, or will be favored with the best applica- 
tions. We have a system where each company gets its applications 
in strict rotation order, except for the large builder projects, where 
the smallest lenders would be unable to take the projects. For the 
individual applications the office doesn’t decide in advance who will 
get the loan. It goes directly to whoever is next on the list. 

Mr. Vantk. By regions, can you give us a rough idea as to where 
the bulk of the loans have been made, of these 201? 

Mr. Viner. Yes. We have 16 regions, and the loans made have 
been highest in the State of Texas, which is in our region 13. We have 
had 84 loans out of the 201 in Texas. That is accounted for partly 
by 80 builder applications, which, as I remember, ran to 3 projects. 
At this early stage it is very hard to tell where the biggest volume 
is going to be. We have more applications from the southern area 
of the country than any other section. 

Mr. Vani. As far as the applications are concerned, if 99 of the 
201 were builders, it would then appear that 50 percent of the service 
to date has been rendered to builders rather than individuals; is that 
correct ? 

Mr. Viner. The service that has actually resulted in loans I would 
say has gone to builders. 

Mr. Vantx. Fifty percent builder applications, almost ? 

Mr. Viner. Yes. Whether that will continue or not is questionable. 
We are getting builder applications in some volume, but it takes so 
long to process the individual applications where the commitment is 
not issued until the appraisal isin. We have these seven-thousand-odd 
referrals of individual applications, many of which—in fact, we think 
about half of them, at least, will result in loans. So I think those figures 
mav change as time goes on. 

Mr. Vantx. Are there any situations or any loans that have been 
granted where the individual has tried to construct his own home? 

Mr. Viner. Yes. 

Mr. Vantx. How many ? 

Mr. Viner. I am not sure on the actual loans granted figure how 
many that would be, but we have a number of those. 

Mr. Vantx. Would there be 3 or 4? 

Mr. Viner. I think about three. But that is just a guess. We have 
a number of applications for that. 
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Mr. Vanik. So that the opportunity for the person seeking to build 
his own home in accordance with an approved design, the percentage 
result is not too great ¢ 

Mr. Viner. No, so far. Of course, those cases would generally be 
in the very small minority, anyhow. I don’t know what the ratio 
would be to total houses built. But we handle those. 

Mr. Vani. In how many of the districts have there been no loan 
approvals ¢ Rae ite Pray 

Mr. Viner. No regions. Two regions, No. 7, which is Kentucky, 
and No. 11, have not yet had any loans—have only had one loan, rather, 
and Region 8, Cleveland, which is your area, was our last to get 
started and has no loans. They have an extremely large backlog of 
applications that they are working on now in Cleveland. ‘They are 
having difficulty in getting current. It covers the States of Indiana, 
Ohio, and Michigan. 

Mr. Vanik. But not one loan has been granted ? 

Mr. Viner. Not yet. That office was started about a month after 
the others. 

Mr. Asutry. Will you yield? 

Mr. Vanig. Yes. 

Mr. Asutry. How long has your committee been in operation? 
The national. 

Mr. Viner. The National Committee came into operation in Sep- 
tember 1954 and that was before the plans and organizations of the 
program had been set up. 

Mr. Asutey. But some of our figures tend to astound me a little bit. 
201 loans have been processed out of 7,000 applicants; is that right / 

Mr. Viner. That is right. 

Mr. Asuury. Is that good or bad, or what kind of a percentage do 
you figure on that ? 

Mr. Viner. We are unable to estimate. I think if I could explain 
how the procedure has operated—as I say, we are getting all of the 
Veterans’ Administration’s direct-loan applications. We could not 
take those applications until our offices were in operating condition. 
Most of the offices couldn’t be set up until the regional committees had 
been organized and staffs hired. The first office to open opened on 
about the 3d of January, and the last office, the Cleveland office, did not 
open officially until March 20. 

As soon as the office was on its feet we asked the Veterans’ Admin- 
istration to write out to its people to send in their applications. They 
were given 15 days to do that. 

Mr. Asutry. Is that a requirement of the law ? 

_ Mr. Viner. No, it is an agreement with the Veterans’ Administra- 
tion. 

_ Mr. Vanix. So that as a matter of fact, this 7,000 some-odd applica- 
tions come to you by way of an agreement rather than by anything 
that is stimulated on its own ? 

Mr. Viner. So far the majority have been that type of application, 
yes. 

Mr. Vanik. On the GI applications? 

Mr. Viner. Yes, GI direct-loan applications. 

Mr. Asniey. There have been some reports, and I would simply like 
your comment on this, that your committee has spent a considerable 
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amount of effort—this is simply a report, as I say—trying to put the 
direct G. I. home loan out of Satan What would be your comment 
on that? From your previous statements it would appear that at 
least on the face of it that appearance would be there. 

Mr. Viner. Well, the words “putting them out of business” is one 

yay to express it. This program, as you know, was proposed by the 
private lending institutions, and then adopted in the Housing Act 
of 1954, and one of its major goals is for the private financial insti- 
tutions to take the responsibility they feel is their own to make loans 
no matter where they are or to whom they are made. In other words, 
they feel the market needs to be adjusted so that without adding any 
money to the total amount of mortgage investment funds available 
loans will be channeled from areas where there is plenty of money to 
areas of need. The VA’s direct-loan program is in one of the areas 
of relative need, and our objective is to make it unnecessary for the 
Government directly to make these loans to veterans who have been 
unable to obtain them through their local lending institutions. 

Mr. Asuiry. What about the settlement costs to a veteran? When 
you get a guaranteed VA loan are his settlement charges more than on 
a direct VA loan / 

Mr. Viner. In one respect, yes. The Veterans’ Administration does 
not require title insurance on its own direct loans, so that in com- 
parison with the closing costs on a direct loan and a private loan there 
is an additional cost, but the cost of settling a VA-guaranteed loan 
under our program in one of the remote areas will be roughly identi- 
cal to the cost on a guaranteed loan in a city. 

Mr. Asuiey. You mean a remote area that doesn’t have title insur- 
ance ¢ 

Mr. Viner. The title companies are insuring title on the remote 
area loans now, through us. The VA does not require it. Private 
lenders generally do. 

Mr. Asutey. So your answer would be that the settlement charges 
are higher to a veteran because of the title insurance, and only because 
of that ? 

Mr. Viner. Yes, higher in comparison with a direct loan, and not 
in comparison with a regular guaranteed loan in a city, for example. 

Mr. Asutry. I was simply interested in what was available to the 
veteran before, and what is now being made available to him under 
your program. 

Mr. Viner. Yes. 

Mr. Asuury. That is all. 

Mr. Murer (presiding). Are there further questions, Mr. O’Hara ? 

Mr. O’Hara. Iam suggesting, Mr. Chairman, that Mr. Cole if possi- 
ble should return tomorrow and that at least an hour should be set 
aside for questioning on what I consider a matter of great national 
concern, housing for the aged. Ten or twelve members of this commit- 
tee are sponsoring a bill providing housing for the aged. I don’t think 
it is a matter that should be taken up when many members have al- 
ready left and the House is in session. I was here at the opening this 
morning. We went into many other subjects, and this, which I regard 
as most important, was not reached until the House had convened and 
most of the co-sponsors of the bill for housing for the aged had left. 
Under the circumstances I do think that Mr. Cole should return tomor- 
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row and give at least an hour to the development of the subject, and 
an expression of his views on the matter of housing for the aged. 

Mr. Mutter. I believe that is the prerogi ative of the chairman. 
Of course I am sure he will consult Mr. Cole’s convenience. I know 
that the chairman has scheduled some other Government agency to be 
here tomorrow. 

Mr. Asuiey. Mr. Chairman, I would like to go on record as sup- 
porting the statement made by Mr. O’Hara. I think the legislation 
which he has introduced, and the subject matter to which it pertains, 
is of vital importance. I don’t think we are going to get very far 
with it until we get the views of Mr. Cole on this matter. 

Mr. Murer. Mr. Cole has been prepared to state his views on the 
subject. 

Mr. Asutry. Do you havea report, Mr. Cole? 

Mr. Core. No. 

Mr. O’Hara. My thought was not that I wanted anything like an 
hour myself. I would have taken five minutes. But I wanted the 
other sponsors of the bill here at the time so they all could interrogate 
Mr. Cole, and when I saw that a number of the sponsors of the “bill 
were not here I didn’t think it was proper for me to bring it up at this 
time. I could have concluded my questioning in five minutes, but 
that would not have been fair to the other sponsors of the bill who had 
left in all good faith on the convening of the House. I hope, Mr. 
Chairman, that you and the committee “and Mr. Cole will understand 
that it is not my thought to be disagreeable or inconsiderate of the 
convenience of the witness and of the committee. 


Mr. Mouvrer. As I understand, these hearings cannot possibly be 


concluded within the next ten days i in any event, and I suggest that 
Mr. Ashley and Mr. O’Hara take the matter up with the chairman 
and he will consult with Mr. Cole’s convenience, and I am sure Mr. 
Cole will be kind enough to come back and give us such additional 
information we may need on this matter. 

Mr. Vani. I would suggest that we give the Administrator sufli- 
cient time to report, or in which to assemble his recommendations on 
the legislation, on which we can base our discussion, and, if possible, 
we should have that report before the hearings so that we will be 
prepared to ask questions with relation to his recommendations. 

Mr. O’Hara. I think that isa splendid suggestion. 

Mr. Mutter. I repeat my suggestion that you gentlemen who are 
interested in the bill—we all are, but those who have bills before the 
committee, in particular, should take it up with Chairman Spence 
and I am sure he will arrange for Mr. Cole to have ample time to 
develop the subject. 

If x om are no other questions, Mr. Cole, do you have any other 
representative of your agency ? 

Mr. Cote. Community Facilities Administration. 

The bill would amend the provisions of the Housing Act of 1954 
which authorized the third public works advance planning program. 
Under this program, the housing administrator, working through the 
Community Facilities Administration, makes ‘advances to State or 
local public bodies for the planning of public works, thereby encourag- 
ing municipalities and other local public agencies to maintain a con- 
tinuing reserve of planned public works which can be efficiently car- 
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ried out, particularly at times when the economic situation makes it 
especially desirable that the work be started rapidly. 

ry . . ° e 2 . 

Che amendments—which are mainly in the nature of an extension 
and enlargement of the program—are designed in order to carry out 
a recommendation made by the President to the Congress in his 195) 
Economic Report. That report, which was prepared with the assist- 
ance and advice of the Council of Economic Advisers, contains the 
following statement, which I should like to read because it explains 
the underlying reasons why this section of the bill is a part of the Ad- 
ministration’s legislative program: 

Recognizing that the enlargement of our public assets is a vital task in the era 
ahead, and that the timing and coordination of public works activities have an 
important bearing on the growth and stability of the economy, the Council of 

Jconomic Advisers last year established a small unit to devote itself to coordi- 
nating the planning of public works. 

Among other activities, this unit cooperated with the Bureau of the Budget 
in making an inventory of the status of Federal public works plans, project by 
project. It also initiated a survey of State and local plans for public works, 
which was carried out in cooperation with the Housing and Home Finance 
Agency and with the Bureau of the Census. The first study disclosed that Fed- 
eral plans for sound projects are available in reasonable abundance for an ac- 
celerated public works program, if economic conditions should make this neces- 
sary. The second study disclosed that public works programing by States and 
localities is extensive, but that there is only a very small backlog of plans at the 
stage of drawings and designs * * *, 

A problem of great interest in this connection is the stimulation of public works 
planning in States and localities. Many smaller communities have projects 
within their master development plans for which funds are not immediately 
available to produce preliminary engineering surveys and designs. Assistance 
to such communities would help them to develop plans for public works ready for 
initiation, which otherwise would take months to prepare in case of need. Such 
a reservoir of planned public works should be of considerable magnitude to be 
effective. * * * 

It is recommended that the Congress enlarge substantially the appropriation for 
planning advances, and that a revolving fund be established for this purpose. 
The need for building a reservoir of “ready-to-go” projects has been recognized 
in three separate programs of planning advances, established by the Congress 
within the past decade. This experience indicates that the need for prepared- 
ness, being itself continuous, is not well met by programs of limited duration. 

In order to carry out the recommendation of the President on as- 
sistance for advance planning of public works, the bill would make 
the following major changes in the present law : 

(1) The Housing Administrator would be authorized to establish 
a new revolving fund for the making of planning advances. The $10 
million authorized to be appropriated by the legislation which was 
enacted last year would be transferred to that fund. There would 
also be authorized to be appropriated to the revolving fund $12 mil 
lion on or after July 1, 1956, $12 million more on or after July 1, 1957, 
and $14 million more on or after July 1, 1958. Thus, there would 
be gradually established a $48 million revolving fund, and further 
appropriations would be authorized to maintain the fund at that 
level. 

(2) The July 1, 1957, expiration date for the present program would 
be eliminated, and the language of the bill would make it clear that a 
major purpose of the fund is to help create a continuing reservoir of 
planned public works. 

(3) As under the present law, local public agencies must agree to 
complete the plan preparation promptly and to repay advances when 
the construction of the project is started. However, the bill would 
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add a new provision under which a local public agency would be re- 
quired to repay only proportionate amounts of advances when only a 
portion of the construction of a planned project is undertaken. 

It is contemplated that the advances will be made for projects which 
the State or locality plans to undertake within a reasonable period of 
time and for which a real need is evident. Plans which are made for 
the too-distant future are more likely to become obsolete before they 
are used, and are less likely to result in actual construction at the par- 
ticular time when it is desired to encourage a large volume of 
construction. 

While the major purpose of an advance planning program is to 
make possible the rapid acceleration of a large volume of construction, 
if national or local economic conditions make such acceleration desir- 
able at a particular time, an important additional benefit of such a 
program is the encouragement of maximum economy and efficiency 
in the planning and construction of public works. 

Past experience has shown that a reservoir of planned local public 
works, along with a backlog of federally planned projects, would make 
it possible to inaugurate a construction program with much greater 
speed and with much greater economy than would be the case if plan- 
ning were started after a recessionary trend had already developed. 
When localities wait until the last minute to do their planning, ex- 
perience has shown that many months of delay are encountered in 
the starting of construction, and that hastily conceived and poorly 
evaluated projects are likely to be undertaken. 

In order to achieve the maximum benefit from the loan funds, we 
expect, where feasible, to make the Federal advances available for 
the preparation of preliminary plans rather than fully completed 
plans. The law authorizes advances to finance the cost of engineering 
and architectural surveys, designs, plans, working drawings, speci- 
fications, and similar action preliminary to the construction of State 
and local public works. 

Thus, there is adequate authority to make advances for detailed 
plans and specifications. However, by limiting the financing of fully 
detailed plans and specifications in the administration of the pro- 
gram, obsolescence due to subsequent technical progress and changes 
in need will be reduced. 

This should be an important factor in the recovery of advances. 
Also, by confining the advances to preliminary plans, the Federal 
funds will go much further. It is estimated that $48 million invested 
in preliminary planning funds may support a maximum level of 
about $3 billion worth of State and local projects. On the other hand, 
if the $48 million fund were used only for the preparation of com- 
pleted, detailed plans, the fund would support a volume of about $1 
billion of construction projects. Of course, in the administration of 
the program, there may be some types of projects where, because tech- 
nical obsolescence is not an important factor or because the additional 
cost is slight, it would be appropriate to finance detailed plans. 

Also, if it is decided, because of economic conditions or a hurricane 
or other natural disaster, that it is desirable at that particular time to 
accelerate the start of construction, it may well be appropriate to fin- 
ance the completion of detailed plans. 

An incidental benefit which accrues from a program of advance 
planning is that smaller communities are more apt to develop plans 
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for small, yet needed, projects, the construction of which can be 
started very rapidly. On the basis of our experience under earlier 
advance planning legislation, it is anticipated that a considerable por- 
tion of the funds will be used by such smaller communities. 

In the light of our past experience, we also expect that the over- 
whelming bulk of the plans under the proposed system will be for 
sewage collection and disposal systems, water supply, treatment and 
distribution works, street and highway improvements, and buildings 
such as fire and police stations and schools. We expect that the 
typical advance will be for about $12,000, and that it will assist pre- 
liminary planning with respect to a project, the construction cost of 
which will be about $750,000. 

In concluding my testimony on this program, there are several 
features of the legislation which I wish to emphasize. These funds 
are not outright gifts, as is true in the case of grant-in-aid legislation. 
The advances become repayable when the sponsors of the public works 
commence the construction contemplated by the planning. 

Accordingly, the program is, to a very large extent, self-liquidating. 
Secondly, full control over the sponsorship of each proposed public- 
works project will be at State and local levels, and, under the law, no 
advance can be made for any project unless it conforms to an overall] 
State, local or regional plan approved by a competent State, local or 
regional authority. 

Finally, the bill retains present provisions of law which make it 
clear that the granting of a planning advance in no way commits the 
Congress to assist in financing the construction of the public works. 

As you know, a new constituent unit known as the Community Facil- 
ities Administration was established some months ago in the Housing 
and Home Finance Agency. There was transferred to it, the Office of 
the Commissioner of Community Facilities, and the title of the office 
was changed to “Community Facilities Commissioner”. The bill 
would permit a very small increase in the salary of this Commissioner 
in order to provide consistency in the salaries paid the heads of our 
several constituent agencies and units. 

I have been advised by the Director of the Bureau of the Budget 
that the enactment of H. R. 5827 would be in accord with the program 
of the President. 

This concludes my statement on the bill. Mr. Hazeltine, the Com- 
munity Facilities Commissioner, is here with me, and we will be glad 
to answer any questions you may have concerning the provisions of 
the bill relating to his constituent unit. 

Mr. Mutrer. Mr. Hazeltine may proceed. 

Mr. Hazeitine. Mr. Chairman, section 702 of the Housing Act of 
1954 provided for the third advance planning program, in the amount 
of $10 million, for the purpose of advancing interest-free advances 
to public bodies, States and local public bodies for making plans for 
public projects. I might say that this bill only had $1,500,000 appro- 
priated last year, and we have been able to do very little with it on 
that account. This year we are proposing, the proposal coming 
from the Council of Economic Advisers, that rather than having a 
sporadic attempt at advanced planning, there be set up a revolv- 
ing fund, which would continue indefinitely into the future, for the 
purpose of making advances which, when they are paid back, would 
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then be remade as new advances in order to set up a reservoir of ad- 
vance plans for needed public works. 

As it now stands, it would authorize the $10 million which was 
already authorized last year, $12 million for 2 succeeding years, and 
$14 million for the third year, making a total of $48 million, which 
would then be in a revolving fund. 

It would be the administrative attempt to make these advances for 
preliminary plans rather than completed plans, so that there would 
be less obsolescence, and so that we would get more construction, ac- 
tually provided for, than if we made the entire advance for the com- 
pleted plan. 

Mr. Bins. What particular bill are you referring to, Mr. Hazeltine? 

Mr. Hazevrine. H. R. 5827. 

The purpose of the advance planning, as you all know, is to stim- 
ulate construction work and to provide a reservoir of plans which 
could be available in the case of any necessity for stimulating more 
construction, but I rather like to think of it as just maintaining a high 
level of construction at all times. 

The reason for the Government making these interest-free advances, 
which are not grants, but are to be paid back as soon as construction 
starts, is that in most cases the individual public body is not empow- 
ered to spend the money for a plan until they have the expenditure 
authorized by an election, for the purpose of doing the construction. 

If they do that, they have to estimate the cost of the construction, 
and in many cases are not nearly as well prepared for it as though 
they had good preliminary plans already developed. 

Mr. Mutter. Mr. Ashley, do you have any questions? 

Mr. Asutey. This is a relatively new program, as I understand it? 

Mr. Hazevrine. The third advance planning program was author- 
ized last year in the housing bill of 1954. 

Mr. Asuiry. Would this include capital improvement projects? 
Of municipalities, that is? 

Mr. Hazettine. Yes; all types of needed public works. 

Mr. Asuiry. I must say I am just a little nonplussed by this pro- 
gram. It does not appear to me to be consistent with the Administra- 
tion’s overall program. The Administration has felt, as I see it, that 
certain rights and privileges should be reserved to the States and to 
the municipalities, and now we find the Federal Government appar- 
ently appropriating millions of dollars for tentative planning of these 
publie works. 

Mr. Cotz. May I comment on that? May I suggest that there may 
be a slight inaccuracy in your assumption ? 

Mr. Asutry. It is a suggestion that is extremely well received. 

Mr. Corr. I think you are inaccurate, Congressman. This Admin- 
istration definitely offers as part of the program of the Government, 
policies through which the Federal Government assists localities. 
That is the best part of our housing program. This is our program. 
This is our idea. There are certain responsibilities which the Federal 
Government has, and we intend to undertake them. 

Mr. Hazeltine might comment about who does the planning. 

Mr. Asuiry. Yes. 

Mr. Cortez. I might suggest that it is merely at the volition of the 
public body who would like to start a plan, for a waterworks, or for 
a public building, but does not have the available money in its budget 
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to do that. By making application to the Housing and Home Finance 
Agency, and by fulfilling the criteria that we set up, they may obtain 
this advance free of interest, while they plan it and prepare to con- 
struct it. It is our hope that they would construct the project within, 
say, 2 or 3 years, and as a part of the law, that money is returnable 
immediately the construction starts. 

Mr. Asutry. Isee. Thank you. 

Mr. Davinson. Mr. Chairman. 

Mr. Mutrer. Mr. Davidson. 

Mr. Davipson. Mr. Chairman, just for the sake of my colleage, Mr. 
Ashley, whom Mr. Cole said was under a misapprehension, I would 
say it is pretty hard to say that he was under a misapprehension, be- 
cause it depends on what department you are in as to what the policy 
of the Government might be. 

For instance, as Mr. Cole points out, in his present sphere of work 
the Government is very active to assist in all of these local projects, 
and so on and so forth. 

If you were in the realm of Health, Education, and Welfare, what- 
ever would not meet with Secretary Hobby’s pleasure would be re- 
ferred to as a local problem. I have found that to be the case recently 
in connection with some conferences and correspondence [ had with 
her and Dr. Scheele. So it is not exactly correct to say that you are 
entirely wrong or that you are right, Mr. Ashley. 

It depends on what stable you are in at the time. 

Mr. Mutrrr. May I suggest that we are getting into the field of 
politics, and that we should get back to the field of Government. 

Mr. Betts. 

Mr. Brrrs. Has there been any reimbursement made on any of these 
projects / 

Mr. Hazevrine. We prepare no plans, Mr. Betts. 

Mr. Berrs. Whatever your costs are. 

Mr. Hazeurine. The cost which we advance is the cost that their 
engineers or their consulting engineers charge them for preparing this 
plan. Then, when this plan goes into the construction stage, when the 
contract is let for the construction, after they have voted their neces- 
sary bonds and have the money in hand, they then repay us 100 
percent, without interest. If they do not do it at that time, we then 
assess 6 percent interest and proceed to attempt to collect. 

Mr. Berrs. Has this gone far enough that you can make a state- 
ment as to what the situation is with respect to reimbursements ? 

Mr. Hazevrine. We have had a history on the first and second ad- 
vance planning, which is somewhat similar to the present advance 
planning law, except that the third advance planning law, we expect 
to administer in such a way as to get much more of a return. 

_ On the first advance planning, which was Public Law 458 of the 78th 
Congress, passed in 1944, there were $46 million, approximately, ad- 
vanced, and that provided for an estimated project cost of some 
$2,500 million. 

_At the present time there has been about 44.1 percent recovery. 
These first plans were all completed plans, and many of them went 
into obsolescence, because of our rapid strides in technology, or also 
because of changing conditions, and the rapidly growing areas. 





HOUSING AMENDMENTS OF 1955 113 


In the second advance planning program, which was enacted in 
1949, there was $16.5 million advanced, and then it went into liquida- 
tion, due to the fact that the Korean war came on and this particular 
program was stopped. Of that, we have also gotten back, oddly 
enough, 44.1 percent. 

We expect to get quite a bit more back out of second planning pro- 
eram, because it is just now getting to a point where construction 
should start and we should be regaining a great many of these 
advances for that reason. 

In the third advance planning program, where we only advance for 
preliminary plans rather than completed, we expect to get a very much 
higher return. 

Mr. Berts. Thank you, sir. I always like to see the local communi- 
ties fulfill their obligations. 

Mr. Mutter. Do you have any other witnesses or any other state- 
ment, Mr. Cole? 

Mr. Corr. I think not. 

Mr. Mutter. We appreciate your attendance before us, Mr. Cole, 
together with the other members of your staff. It is always a pleasure 
to have you with us. 

Mr. Coir. Thank you very much, sir. 

Mr. Muurer. The committee will stand in recess until 10 o’clock 
tomorrow. 

(Whereupon, at 12:43 p. m., Tuesday, May 24, 1955, the committee 
adjourned to Wednesday, May 25, 1955, at 10 a. m.) | 
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WEDNESDAY, MAY 25, 1955 


Hovusr or RerreseNTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met at 10 a. m., Hon. Brent Spence, chairman, pre- 
siding. 

Present: Chairman Spence (presiding), and Messrs. Brown, Pat- 
man, Rains, Multer, O’Hara, Mrs. Buchanan, Mrs. Sullivan, Mr. 
Fountain, Mrs. Griffiths, Messrs. Vanik, Davidson, Bell, Wolcott, 
Gamble, Talle, Kilburn, McDonough, Betts and Bass. 

Tho CHarrMan. The committee will be in order. 

Will the clerk call the first witness. 

Mr. Hatianan. The first witness is Mr. Floete, Assistant Secre- 
tary of Defense for Property and Installations. 

The Cuatrman. We are glad to have you with us, Mr. Floete. 

Mr. Tatie. Mr. Chairman, it is a pleasure for me to report that 
our witness, Mr. Floete, is from the State of Iowa, and we feel out 
there that he is one of the ablest officials in the Federal Government. 


STATEMENT OF HON. FRANKLIN G. FLOETE, ASSISTANT SECRETARY 
OF DEFENSE FOR PROPERTY AND INSTALLATIONS 


Mr. Fiorre. Mr. Chairman, and members of the committee, I have 
delivered to the clerk a series of charts, which are now being delivered 
to you. I would like to discuss this matter with your permission un- 
der three heads: A statement as to the requirements and needs for 
dependent military housing; a statement as to the methods we have 
considered to meet the requirement, and, thirdly, certain comments on 
the bill now under consideration before your committee. 

With your permission, I will read the first statement concerning 
the requirements, and then we can discuss the charts themselves in 
whatever detail you may wish. 

One of the most serious problems confronting our Armed Forces is 
the lack of adequate family housing for military personnel and their 
families. Today we must be ready for combat on short warning, and 
this requires that a large part of our operating personnel live on or 
near our installation. Our experience has also demonstrated that the 
morale and efficiency of military personnel are greatly affected by the 
quality of family living conditions. 

From the economic point of view, any increase in our reenlistment 
rate will result in substantial savings to the Government. More im- 
portant, years of experience of incalculable value are saved to the 
armed services when trained personnel reenlist. Our surveys have 
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shown that the reenlistment rate is much higher where there is good 
housing than where there is not. 

The experience shows that 80 percent of the officers in the Army and 
Navy are married, and 85 percent in the Air Force; among the en- 
listed men the general average is 20 percent married, and from those 
figures we develop the total gross requirement, based on the 2,859,000 
military strength, projected as of June 30, 1956. 

Developed on the same basis, the requirement within the continental 
United States is for 538,000 units. To meet this requirement we have 
the following units available: Permanent public quarters, built from 
appropriations heretofore made by Congress, 32,600; certain Navy 
rentals, 17,000; Wherry units, generally known as title VIII, 75,800 
units, and 11,600 units developed under Public Law 785, passed by 
Congress last year. 

That gives us a total of 140,000, Since our gross requirement in the 
United States was 538,000, this leaves a deficit of 398,000. However, 
we have not yet given credit for the number of units privately opened, 
which may be available. 

Admittedly, that figure is a difficult one to determine, because you 
actually know it accurately only when you go to the particular commu- 
nity, the community you are considering, and make a detailed survey. 

However, from our experience, we know that some figure around 45 
or 50 percent of our deficit can be filled locally from privately owned 
dwellings, and we have used that figure, which we believe is conser- 
vative. 

The services feel that maybe our figures are too conservative. We 
admit that there is some variation, but we do not think it is major. 

Therefore, on that basis, we calculate that there are 218,000 units 
available from privately owned sources, leaving, therefore, a deficit in 
the continental United States of 180,000 units, broken down into 53,000 
for the Army, 37,000 for the Navy, and 90,000 for the Air Force. 

In addition to this deficit in the continental United States of 180,000, 
there is a similar deficit of 11,000 in the territories and possessions, 
and 56,000 in foreign countries. 

The total worldwide deficit, therefore, is 247,000 units. 

In recent years the requirement has been augmented by the rapid 
increase in the size of our Armed Forces and the increase in marriage 
rates. Furthermore, adequate provision has not been made for replace- 
ment of deteriorated housing of wartime construction. The result is 
that the military personnel who are paid a monetary quarters allow- 
ance are forced to compete for houses in a highly competitive and in- 
flationary civilian housing market. Much of the housing has been 
inferior and high rental rates have been prevalent. This does not 
mean, however, that the Government has been unmindful of its obliga- 
tion to meet this humane requirement. It has encouraged and assisted 
civilian housing in providing housing through such statutory devices 
as the Wherry Act and other laws administered by the Federal 
agencies. 

These programs have been a substantial help in alleviating the short- 
age, but they have fallen far short of meeting the total needs. The 
family housing situation has grown so acute that it is imperative that 
a comprehensive program be inaugurated at this time. Such a pro- 
gram is needed not only as a significant moral factor, but also to end 
the cost of maintaining converted barracks and other temporary struc- 
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tures that have long since passed their period of useful economic life. 
It is also needed to lessen the drain upon the Treasury, throughthe 
continued payment of quarters allowances to personnel who cannot be 
supplied with public quarters. 

During the past 3 fiscal years the amount of quarters allowances 
paid in millions of dollars areas follows. I think these are very signifi- 
cant figures: In the fiscal year 1952, Congress appropriated, and there 
were paid as quarters allowances $1,133 million. In fiscal year 1953, 
the amount was $1,322 million, and in 1954, $1,294 million. 

In those 3 fiscal years alone there have been appropriations of 
$3,750 million for quarters allowances, which we have paid out, and 
which would build at least 270,000 units, which is more than our total 
worldwide requirement. 

The real question that confronts us at this time is not whether the 
Federal Government should provide a comprehensive program for 
military family housing, but, rather, what is the best method of put- 
ting such a program into effect. The Department of Defense has con- 
sidered various methods, including installment purchase method, 
lease-purchase, working capital funds, utilization unexpended bal- 
ances of prior appropriations, the Wherry Act, creation of a military 
housing corporation, with authority to issue bonds, and, lastly, direct 
appropriations. 

The simplest method and the cheapest one in the long run involves 
the providing of public quarters for the traditional use of funds direct- 
ly appropriated for that purpose. That method avoids the costly pay- 
ment of quarters allowances and is, therefore, self-liquidating within 
a reasonably short period of time. It also provides greater control 
over the assignment of housing to meet operational requirements. 

The 83d Congress recognized this method in Public Law 765, which 
provided a start toward the solution of this housing program. 

The Department of Defense strongly recommends the continuation 
of that method, and accordingly has requested authorization in this 
vear for $254,983,300, distributed as follows: To the Army, $84 mil- 
lion; to the Navy, $56 million, and to the Air Force, $110 million, mak- 
ing a total of $254 million. 

The total of 16,971 units of new construction which would be pro- 
vided by such authorization includes 13,736 within the zone of the 
interior, and 3,235 units at overseas locations. 

The Department of Defense believes that this method of appropri- 
ated-fund housing, of providing appropriated-fund housing should 
be followed in succeeding years under an orderly plan to provide 
approximately 27,000 units per year. We will also request congres- 
sional appropriation of $365 million this year. This sum includes the 
amount of the authorization as requested, and $100 million of the $115 
million which remains unfunded under Public Law 765 of the 83d 
Congress. This appropriation will provide a total of 29,224 housing 
units consisting of 24,839 new units, 1,266 trailers, and the rehibilita- 
tion of 3,119 existing units. 

That concludes my formal statement, and I would be very glad to 
discuss these charts in whatever detail, Mr. Chairman, you desire. 

The CuatrmMan. Do you believe it would be advantageous for the 
Government to build the necessary houses directly rather than to oper- 
ate under the Wherry Act? 

Mr. Fuorre. Yes, sir. I believe that personally. 
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The Cuairman. Last year, didn’t your Administration recommend 
the continuation of the Wherry Act, and yon were very effusive in the 
praise of it? 

Mr. Fiortr. We recommended it because our need is so large that we 
believe we must adopt whatever method we can get to provide the 
housing. We at all times preferred the direct appropriations. We 
still think that is the best way. 

The CuatrMan. What would be the difference in the interest rate 
between the two programs ? 

Mr. Fiorre. You mean between direct appropriation and Wherry 
Act? 

The CHarrman. Yes. 

Mr. Froere. At the present time, I believe the rate of interest 
on Wherry mortgages is 414 percent. It is assumed that under direct 
appropriations the “Government should be able to borrow at at least 
3 percent. 

The CHatrman. Do you think the Government could construct this 
housing as cheaply as has been done under the Wherry Act? 

Mr. F oere. I think on a square-foot basis, we can very closely 
approach it. We believe that the housing units should be larger. 
Under the Wherry Act, they are an average of about 900 square feet. 
We believe that is pretty small for a married man, his wife, and 2 
or 3 children. Therefore, we expect to have an average of 1,080 
square feet, so our total cost will be higher, but I believe we can 
approach the square-foot cost rather closely. We have had some 
experience in the last 4 or 5 months as a result of the $75 million 
which was appropriated last year for this purpose, and we are getting 
rather close bids on it, so we don’t think we are too far off from the 
other type of housing. 

The CHarrman. What has been the proportion of construction 
under the Wherry Act, as contrasted with those built with appropri- 
ated funds, since the Wherry Act has been in operation ? 

Mr. Froere. Well, up until last year there had only been about 
810 units constructed in the continental United States by means of 
appropriated funds. That covers the last 4 or 5 years. During that 
same period under the Wherry Act there were about 78,800 put under 
contract. 

Does that answer your question, sir? 

The CHatrmMan. Yes. 

Were the results satisfactory under the Wherry Act from the stand- 
point of the services and defense authorities ? 

Mr. Froere. I have seen many Wherry projects that I thought were 
very excellent. I have seen others, largely because of the individual 
sponsor, that weren’t as good. I think in all cases the living space was 
rather limited. 

My observation is that, except for the size, the housing is generally 
quite satisfactory. I think the ultimate cost to the,Government, 
though, is so high—and that is my principal objection to Wherry— 
that the average quarters allowances which are paid for officers and 
enlisted men are $90 a month. That is the overall figure, so that is 
$1,080 a year. 

Under the Wherry Act you continue to pay rent by means of funds 
appropriated to the personnel for the period of a total of 50 years, 
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so to me that is paying for a long, long time, and we can amortize 
through appropriations in half of that time—about 24 years it takes 
to an entirely comparable basis to amortize under the appropriated 
fund method. 

The Cuarrman. Senator Capehart, I believe, has introduced a modi- 
fication of the Wherry Act. 

Mr. Fioerre. Yes, sir. 

The Cuatrrman. You have seen that bill? 

Mr. Fiorre. Yes, sir. 

The CuairMan. What is your opinion of that ? 

Mr. Fioere. We feel this way: We feel that the appropriated fund 
method is the best, but we also recognize that there are great demands 
on money and within the Department of Defense; for instance, it may 
be felt that some other type of operation is more important at the 
moment. It may be a missile that has come into the picture, so there 
are many claimants for what dollars are available within the Depart- 
ment of Defense itself. Similarly, Congress may feel the same way 
about it, so that we are faced with the very practical problem of per- 
haps not getting this money for these housing units that we need so 
badly, and, therefore, we feel that for that reason some supplementary 
method is probably desirable. 

We also fee] that maybe it is necessary to build the program faster, 
to accelerate the rate of construction, because the requirement is so 
pressing—and it is pressing now, not 10 years from now. We are 
asking for $365 million this year. That will build about 29,000 
units. We have a total requirement for 247,000, so it is going to take 
us at that rate, even though we got the money each year, 8 or 9 

ears, 
* Mr. Rarns. Mr. Secretary, are you talking about units needed in 
this country ? 

Mr. Froere. In this year’s bill. The 247,000 is worldwide, sir, but 
the 29,000 units I referred to from this year as the requested appropri- 
ation of $365 million is very largely within this country. There are 
about 3,200, I believe, in foreign areas. 

The CuatrmMan. Do you adoveate the repeal of the Wherry Act, or 
do you want that to remain as a standby proposition in order to sup- 
plement what you have? 

Mr. Frorrr. We have already requested before your committee that 
the Wherry Act be extended for all projects that are certified to FHA 
as necessary by July 1 of this year, and which are put under commit- 
ment by FHA by July 1 of 1956, and we believe that there are ve 
meritorious features in this particular bill, H. R. 5327. We think 
there are perhaps some modifications that are desirable, but, generally, 
we regard it as a better method and a cheaper method for the Gov- 
ernment of providing housing than any other system, other than di- 
rect appropriation. 

The CuatrMan. The extent of your program is determined not only 
by this committee, but also by the Appropriations Committee, that you 
should receive sufficient appropriation to carry it out as you desire. 
Do you think it would be well to have some supplementary measure 
that you could resort to ? 

Mr. Frorre. Yes. That is my own feeling for the reasons I gave. I 
think it would be a great mistake if we did not get the authorization 
and appropriation for this year, because any new system that goes into 
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effect is going to take some time to get working, and we will have a 
lag that we otherwise won't have. 

"The Cuamman. Public housing has a great effect upon the volun- 
teer service, doesn’t it? 

Mr. Fioere. Yes, sir. 

The Cuatrman. And you think that the forces are now all prop- 
erly housed to a large extent ? 

The question is, “Mr. Secretary, do you think the condition of the 
housing of the Armed Forces now is not conducive to stimulate en- 
listment, because of i improper housing they will have ¢ 

Mr. Frorre. I think it has a very severe effect on the rate of reen- 
listment, and I know the three military services are in complete agree- 
ment on that. 

I do have some figures here that are indicative of that point. 

The Cuarrman. I think you might give us those figures. 

Mr. Froere. I would be glad to supply them. 

The CHAIRMAN. Supply them for the record, then. 

Mr. Fuorre. Yes, sir. 

(The information referred to is as follows :) 

ASSISTANT SECRETARY OF DEFENSE, 


PROPERTIES AND INSTALLATIONS, 
Washington 25, D. C., June 20, 1955. 


Hon. BRENT SPENCE, 
Chairman, Banking and Currency Committee, 
House of Representatives. 
DEAR Mr. CHAIRMAN: During my recent testimony before your committee 
a question was raised as to the effect of lack of family housing on reenlistments 
in the military services. Additional information is herewith provided for the 


records of your committee. 

The provision of adequate housing has been definitely established as an im- 
portant item considered by each serviceman in deciding whether or not to 
remain in uniform. Needless to say, the loss of highly trained military personnel 
by their failure to reenlist results in a tremendous monetary loss to the Govy- 
ernment each year. 

This condition was recognized more than 2 years ago by the Joint Chiefs of 
Staff, and a memorandum was submitted to the Secretary of Defense indicating 
concern about the growing lack of confidence in the military service as a worth- 
while and respected career. In a message to Congress, the President likewise 
expressed concern and directed the Secretary of Defense to study the problem 
of attracting and retaining military personnel in the military service. A com 
mittee constituted for this purpose gave serious consideration to all phases of the 
problem and made a report which showed, among other things, that additional! 
means must be provided whereby military personnel may have more adequate 
provision for their families. 

In testimony before the House Armed Services Committee, a year ago, Assist - 
ant Secretary White of the Air Force stated that a reenlistment rate of 33 per 
cent is necessary to achieve the quality of Air Force required. In an attempt 
to determine why officers and airmen do not stay in the military service, the 
Air Force made a sample study of its personnel leaving the service in fisca 
1955. One of the main reasons given by married personnel for not reenlisting 
was lack of adequate family housing. Of all airmen whose enlistments expire 
during this period, only 26 percent indicated their intention to reenlist. I 
should be noted that 30 percent of all such personnel due for separation during 
this year have had more than 1 enlistment in the Air Force, but only two-thirds 
of this group indicate they would reenlist. The other 70 percent who were serving 
their first term in the service showed only 914 percent with intentions to reenlist 
One of the major reasons given for their unwillingness to reenlist was famil) 
housing. It was further pointed out that the situation is even worse than re 
vealed by these figures, inasmuch as 67,000 personnel who did not desire to re 
enlist had already been prereleased and are not included in the above statistics 
Substantial amounts are lost to the Government when service personnel fail t 
reenlist, ranging from $14,000 for an enlisted man to $41,000 for officers. 
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More recently, Gen. Curtis E. LeMay, in his statement before a congressional 
committee, stated that the Air Force is not attracting the type of people required 
and is not retaining for a sufficient period of time those who are initially at- 
tracted. He further stated that in the Strategic Air Command alone a total of 
111,848 airmen will have been lost by the end of fiscal 1956 during a 4-year period 
due to failure to reenlist. He indicated that of five factors found to be of 
major influence in retaining an individual in the service, adequate housing or 
the lack thereof, was the most important. General LeMay stated that if we can 
now provide, at an early date, adequate housing at reasonable cost to the indi- 
\idual, together wtih certain other service benefits, a large part of the problem 
of retainability will have been solved. 

Although it is not possible to determine to what extent lack of family housing 
reduces reenlistment rates, it is a major factor. I trust that this information 
will be of some value to your committee in its consideration of pending military 
housing legislation. 

Sincerely yours, 
FRANK M. EwINnG 
(For Franklin G. Floete). 

Mr. Ratns. Mr. Secretary, on these bases where you already have 
Wherry Act housing, do you anticipate if you get this direct appro- 
priation method of building units on those bases in competition with 
the Wherry Act housing ? 

Mr. Frorre. No. Under the last year’s bill, as you probably recall, 
we were required to certify on that particular point, and we have been 
very careful in protecting the interests of existing Wherry units. On 
the other hand, we don’t feel that we should be foreclosed forever from 
building on a given base, or camp, or fort, because there happens to be 
some there. 

Mr. Rarns. You mean for the units you are able to fill, you don’t 
think vou should be foreclosed, do you ? 

Mr. Froere. That is right. 

For instance, in the fiscal year 1956 authorization bill we worked 
out the figures, and we only have about 20 installations where we are 
going to build, where there is existing Wherry. 

Mr. Ratns. I would like to ask, if I may: Are those Wherry Act 
units filled ? 

Mr. Fioerr. There are some very interesting figures on that. Here 
is the percent of vacancy. Would you like to hear them ? 

Mr. Ratns. Just one or two. 

Mr. Frorrr. Here are 10 in which there are absolutely no vacancies. 
Then the others are 1.4, 1.7, three-tenths of a point, six-tenths, seven- 
tenths, and 1.2. So you see we have observed that very closely. 

Mr. Rarns. That sounds all right except this: If you build on those 
bases these houses under a direct appropriation will that mean a 
changeover from Wherry Act, and leaving those houses vacant? You 
see, the Government would catch it on the other side if you empty 
those houses. 

Mr. Frorre. Yes. We have been very careful to maintain—we 
never program up to the total requirement. We also consider Wherry 
as a total part of our assets. Then we never program up to the total 
requirement, and in that manner we do protect the Wherry people. 

Mr. Ratns. In other words, it would not be part of wisdom at ~ll 
to put these new units that you propose to construct in competit' on 
with Wherry Act, where the Government has the insurance on mort- 
gages, would it ? 

Mr. Froere. No, sir. 

63137—55 9 
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Mr. Rains. That is one thing that had me worried about this direct 
appropriation, because you could empty those houses and then the 
Government would be sitting with a guaranty on the mortgage and 
somebody would lose, of course. 

Mr. Froere. I think in every one of those cases we have to recog- 
nize the Government’s interest in the matter, as well as, of course, 
some obligation and responsibility to the sponsor. 

Mr. Ratns. I was interested in what you told Mr. Spence about how 
much per unit you thought you could build on bids, this housing, on 
direct appropriation. What would be the aver “age cost per unit / 

Mr. Fiorre. $13,500, including land and utilities. 

Mr. Rarns. Isn’t it a fact that the average cost per unit of the 
Wherry Act was $8,050 ? 

Mr. Frorre. The maximum mortgage is 90 percent of $9,000, I 
believe, $8,100. 

Mr. Rains. It seems to me that you are about to build under the 
direct appropriation, too expensive a house. What do you think about 
it? That would be for enlisted personnel and junior grade officers 

Mr. Fiorre. I don’t think a cost of around twelve or thirteen dollars 
a square foot is excessive now. We are not going to build them too 
large. We are holding the size down, and the facts are, of course, that 
we aren’t getting any Wherry housing now. Congress last year passed 
an amendment to the Housing Act which provides in effect that the 
Wherry sponsor must have an investment of 10 percent in the project. 
Since that amendment became law there have been no Wherry hous- 
ing projects accepted by any sponsor, so we just aren’t getting them. 
It may be partially the higher cost that is controlling that. 

Mr. Ratns. You are telling the committee that the Wherry Act 
as now constituted won't get the houses; is that correct ? 

Mr. Fvorre. That is the record. 

Mr. Ratns. Has the military made effort to get any sponsors in any 
Wherry projects, and failed to do so? 

Mr. FLorre. The services have a large number of projects on which 
they are working, and have been working ever since last September, 
when the law became effective. 

Mr. Ratns. What objection do you have to FHA-guaranteed mort- 
gages instead of the direct appropriation, other than the fact that the 
units are not large enough ¢ 

Mr. Fiorere. Well, primarily the difference in the interest cost. 
That is one. 

Mr. Ratns. Well, now; when you say interest cost you mean inter- 
est cost to whom ? 

Mr. Fiorre. To the United States. 

Mr. Ratys. Do you mean to say that you think the method of tak- 
ing directly out of the Treasury and paying for it saves interest. cost ? 
Is that the point vou make ¢ 

Mr. Fiorrr. The difference between 3 percent and the Wherry rate 
is 114 percent, plus the insurance fee. 

Mr. Rarns. All right. 

Mr. Tauue. Mr. Chairman. 

The Cuarrman. Dr. Talle. 

Mr. Tatur. We are very glad to have you as a witness this morn- 
ing, Mr. Floete. The people in Iowa—yvour State and mine—have 
every confidence in you. I know that the people of Iowa appreciate 
the services you are performing for the Government. 
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Yon made a very good point, I think, in connection with what you 
said about quarters and allowances. Will you repeat what you said 
about year by year expenditures for quarters and allowances, in re- 
lation to what you could do in the way of building for the same 
money ? 

Mr. Frioerre. Yes, sir. During the fiscal years 1952, 1953, and 1954 
Congress appropriated in the military services, and paid out as 
quarters allowances, $1,133,000,000 in 1952, $1,322,000,000 in 1955, 
$1.294,000,000 in 1954. That is a total of $38,750,000,000 in the 3 
years. That was divided among the services. I have those figures: 
but probably you are not interested in that breakdown. 

Mr. Tautie. Three and three-quarters billions in 3 years / 

Mr. Fiorre. Yes, sir. 

Mr. Tatie. And what did you say you could do in the way of 
building for that same money / 

Mr. Fioere. You could build about 270,000 units with $3,750,000,000, 
so we paid for the houses and didn’t get them. 

Mr. Tauxe. That is precisely the point I wanted the record to show. 

Thank you, Mr. Chairman. 

The CHarrMan. Are there any further questions / 

Mr. O'Hara. Mr. Chairman. 

The Cuarrman. Mr. O'Hara. 

Mr. O’Hara. Mr. Secretary, I am interested in an equitable phase of 
this problem. If the Defense Department builds its own homes for 
its personnel where there already are Wherry homes constructed in 
good faith on the representations of the armed services as to prospec- 
tive tenants, will there be adequate protection against loss by builders 
of these Wherry homes not occasioned by their own fault but occa- 
sioned by Defense Department depriving them of tenants ? 

Mr. Froerr. I certainly agree that the subject has to be treated 
very equitably. As I said, we always consider the Wherry projects 
as a part of the available assets, just as much as if the Government 
owned them. We never program up to the full requirement, so we 
attempt to fully protect the Wherry sponsor by those methods. 

Mr. O’Hara. I have heard of some proposal to protect the Gov- 
ernment, but I have heard of no provision to protect the private in- 
dustry that puts the money into these buildings. 

Mr. Fioerer. We have included in the authorization bill that is now 
before the Armed Services Committees of the House and Senate, a 
provision giving the Secretaries of the military services the permis- 
sive rights to take over any given Wherry project that the sponsor 
feels he wishes to get rid of. That is an attempt, if he feels that con- 
ditions are getting so bad that he wants to get out; then he can go to 
the Secretary of the service. 

Mr. O’Hara. As I understand it, the builder proceeded on the rep- 
resentation that there was need by the armed services for the housing, 
that the fixed rentals were within the means of the personnel and that 
upon the figures given him of the number of available tenants he could 
make his calculations as to probable income. Now, in the event the 
Defense Department builds its own homes, thus depriving the Wherry 
builder of his market, do you think it equitable that the Government, 
upon recommendation of the Secretary of Defense, should protect the 
builder to the extent of his actual loss arising from changed conditions 
not attributable to his own fault? Is that a fair proposition ? 
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Mr. Fiorre. Well, I think you would have to be pretty careful about 
making it that broad. I have felt, and I do feel, that they must be 
treated equitably. I felt up to now that if we took him out so he had 
no further obligation under the matter that that was one step. I think 
you will agree that that is one step toward what you are talking about. 

Now, just how much further we should go, I don’t know yet. We 
have got to protect ourselves against windfalls. We can’t bail them 
out. 

Mr. O’Hara. There cannot be any windfall if the price is the actual 
cost. price. 

Mr. Froere. No, sir. 

Mr. O’Hara. It is my understanding that cost figures are carefully 
scrutinized so that there is little if any chance for cheating or for wind- 
falls. I do not know that for a fact. It is my understanding. 

Mr. Forres. I don’t know that there are any windfalls, either, but 
that certification only became a part of the law, wasn’t it, 2 years ago? 

Mr. O'Hara. Last year. 

Mr. Froere. A large part of these projects were built before that 
certification. 

Mr. O’Hara. I would protect against abuse by providing that in no 
case should Wherry homes be taken over unless first the Secretary of 
Defense had given his approval and upon due inquiry had determined 
the accuracy of the cost figures. It then would be a simple matter of 
obtaining homes for the armed services at a figure lower than new 
homes could be constructed now, and at the same time equitably pro- 
tecting the builder from a loss for which he was not responsible. 

Mr. Fiorre. Do you think he should be paid a profit on his future 
operations that may go on for 20 or 30 years? 

Mr. O’Hara. No, I do not. If the builder gets his money out, I 
mean the money he actually is out by reason of the Government’s origi- 
nal representations and later change of plans, he should not expect 
any indemnity for loss of anticipated profits. This is a case strictly 
of the appropriation of the equitable principle. Ifa bidder is brought 
into the project by the representations of the Government, and later 
is deprived of the tenant market he had been led to expect by the action 
of the Government in building competing homes, he should not be 
left with a loss. 

Mr. Fiorere. I think I agree with that, also. 

Mr. O’Hara. Would you think, Mr. Secretary, that in any legisla- 
tion that we enact there should be provision either that the existing 
Wherry housing should have priority of occupancy over any new 
family housing for the military, or, that otherwise the Defense De- 
partment, on recommendation of the Secretary of Defense should take 
over the Wherry housing at the actual cost of construction ? 

Is that approximately your thought on the matter, Mr. Secretary ? 

Mr. Frorrr. May I ask you to ask the question again ? 

Mr. O’Hara. Yes, Mr. Secretary. First, existing Wherry housing 
shall have priority in occupancy over the new housing erected by 
military. Second, where the Government erects competing housing, 
the existing Wherry housing on recommendation of the Secretary of 
Defense shall be taken over by the Government at actual construction 
cost. 

Mr. Fioere. The cost price, not the market price? 

Mr. O’Hara. Not the market price, the cost price. 
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I presume some of these properties were erected some years ago? 
. FLoerer, Yes. 

Mr. O’Hara. And the costs are constantly going up. I would im- 
agine on the cost price the Government would be getting a bargain; 
that you could buy properties that way cheaper than you could build 
new ones. 

Mr. Forte. Unless you ran into a case where you had a badly de- 
preciated property that hadn’t been maintained properly. 

Mr. O’Hara. Yes, you could have that. There always are some 
people who are neglectful. 1 think they are the exceptions. The pro- 
tection against the cases of this nature is that in every taking over of 
Wherry properties by the Government, there first must be the approval 
and recommendation of the Secretary of Defense. 

Mr. Forres. In answer to your question, I don’t like to speak for 
the Department of Defense, because it is a fundamental thing you are 
asking. I believe in the general equities that you mentioned. I don’t 
know just how the details should be worked out. 

Mr. O’Hara. Wouldn’t the details he worked out this way, or 
wouldn’t there be complete protection, if it could only be done on the 
approval and recommendation of the Secretary of Detense ‘ 

Mr. Fuoerre. That would seem like a fair way of doing it. 

Mr. O’Hara. I might observe in that connection—and I have had 
some experience in matters of large contracts in the city of Chicago, 
in building our subways and superhighways—that it is difficult to 
carry on building projects unless you have some equitable power, and 
my thought was this giving equitable power to the Secretary of De- 
fense. 

Mr. Fiorrr. But it would be a permissive power. It wouldn’t be 
mandatory. 

Mr. O’Hara. It would be a limited power. 

Mr. Froere. It would be permissive rather than mandatory; 
wouldn’t it ? 

Mr. O’Hara. Permissive in that it would give the Secretary of De- 
fense a wide range for the exercise of his judgment, mandatory, in 
that in a proper case and on the proper showing he could not arbi- 
trarily refuse equity. 

Mr. Fiorre. | think if you make it mandatory you run into a lot of 
difficulties. 

Mr. O’Hara. We will not quarrel over the words. No one would 
suggest that the Secretary should be ordered in every case to take over 
a property, especially where the builder may have neglected his prop- 
erty or did not do a good job in the first place. On the other hand, 
where the builder who faithfully had abided by his contract had been 
put out of business by competition with new homes erected by the 
Government, he should have his right to an equitable adjudication. 

Thank you very much. 

The Cuatrman. Any further questions of Mr. Floete ? 

Thank you, Mr. Secretary. If you will stand aside, we will hear 
from the next witness, 

The next witness, please. 

Mr. Hatianan. The next witness is Kenneth Scott, Director of 
Agriculture Credit Service, and Mr. R. B. McLeaish, Administrator, 
Farmers’ Home Administration. 
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STATEMENT OF KENNETH L. SCOTT, DIRECTOR, AGRICULTURE 
CREDIT SERVICE, ACCOMPANIED BY R. B. McLEAISH, ADMINIS- 
TRATOR, FARMERS’ HOME ADMINISTRATION 


Mr. Scorr. Mr. Chairman, I am Kenneth L. Scott, Director of 
Credit Service in the Department of Agriculture. 

I have a short statement here, and with your permission I would 
like to read it. 

The Cuatrman. All right, sir. 

Mr. Soorr. We appreciate this opportunity to discuss the Depart- 
ment’s views on pending farm housing bills, and farm housing loan 
situation generally. 

Undoubtedly, there is a great need for improvement in the 
dwellings and other buildings on many farms. One has only to drive 
through the countryside to recognize this need. The Department’s 
position, however, has been that on family-type farms, legislative 
authority already exists to meet this need so far as it should be met by 
Government direct or insured loans. 

During the last Congress, amendments were enacted to title I 
of the Bankhead-Jones Farm Tenant Act which strengthened the 
authorities for direct and insured farm ownership loans to a point 
where adequate authority and very substantial funds are available 
to meet the credit needs of persons who own and operate family- 
type farms and who wish to construct, repair, or remodel their farm 
buildings. Title I of the Bankhead-Jones Farm Tenant Act author- 
izes the insuring of loans of up to $100 million each fiscal year. In 
addition, about $19 million has been available each fiscal year for 
direct loans for the same purpose. The difference in the direct and 
insured programs is that to be eligible for an insured loan the appli- 
cant must have the equivalent of a 10 percent downpayment either in 
cash or as an equity in the farm he owns. Most applicants for this 
type of assistance do have at least a 10 percent equity in their farm, 
although some, of course, already have their farm mortgaged heavily 
and are unable to qualify for insured loans because of the 10 percent 
requirement. 

There are farmers and ranchers in need of housing loans who 
cannot qualify for farm ownership loans. For example, in the West, 
applications have been received from ranchers who reside on small 
tracts of land and depend upon leasing arrangements to secure the 
rangeland needed to carry on their ranching operations. Because 
the farm on which one of these applicants may reside is not in itself 
of sufficient size to constitute a family-type farm, we are not able to 
assist this applicant with a farm ownership loan. Also there are 
farmers and ranchers operating units larger than family-type farms 
who for one reason or another are unable to secure the necessary 
credit to improve their farm buildings to an acceptable standard. 

If the Congress desires to make credit available to construct, repair, 
or remodel buildings on farms that are larger or smaller than family- 
type farms, than we favor the enactment of H. R. 6414 rather than 
H. R. 3316. We believe that if the owners of these farms are to be 
assisted, then it would be more practicable to enact the essential 
features of H. R. 6414 than to extend the existing provisions of title 
V of the Housing Act of 1949 as proposed by H. R. 3316. There are 
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3 important differences between the 2 bills which seem to us to make 
H. R. 6414 preferable to H. R. 3316: 

(1) Under H. R. 6414, a farm is described as a parcel or parcels 
of land operated as a single unit by a person the preponderance of 
whose time is devoted to operating the farm and who receives the 
preponderance of his income from farming. This compares to the 
eligibility requirement contained in title V of the Housing Act of 
1949, as amended, wherein a farm is described as a parcel or parcels 
of land operated as a single unit which customarily produces or is 
capable of producing commodities for sale or home use of a gross 
annual value of not less than the equivalent of a gross value of $400 
in 1949. This definition permits small tracts of only a few acres 
to qualify as farms, with the result that many of these loans would 
be made to rural residents or persons who reside in suburban areas 
and devote practically all of their time to off-farm work. The enact- 
ment of H. R. 3316 would not change this definition of a farm. We 
believe the definition of a farm should be changed as provided in 
H. R. 6414 to assure that loans would be made to bona fide farmers. 

(2) Authority is provided in H. R. 6414 to insure loans made by 
private lenders in the same manner as other Farmers Home Adminis- 
tration insured loans. This insured loan authority is working well 
in connection with farm ownership and soil and water conservation 
loan programs of the Farmers Home Administration. We are giv- 
ing further consideration to the portion of the interest which might 
properly be paid to the lender under the insured loan programs. 

(3) H. R. 6414 would establish the interest rate on loans at not to 
exceed 5 percent compared to a fixed 4 percent rate contained in the 
existing provisions of title V of the Housing Act of 1949 which would 
not be changed by H. R. 3316. Title I of the Bankhead-Jones Farm 
Tenant Act also provides for an interest rate of not to exceed 5 percent 
on direct loans and not to exceed 4 percent plus a 1 percent insurance 
charge on insured loans. Both direct and insured farm ownership 
loans under title I of the Bankhead-Jones Farm Tenant Act are pres- 
ently being made at 414 percent interest charge to the borrower. We 
believe that the interest rate charges on farm-housing loans either 
under H. R. 3316 or H. R. 6414 should be the same as for direct and 
insured farm ownership loans. The interest rate, of course, is an im- 
portant factor for insured loans because of the necessity for securing 
the participation of private lenders. Our experience has been that 
the insured loan program becomes practically inoperative unless some 
flexibility is permitted to adjust the interest rates reasonably to the 
current investment picture. 

The CHarrman. Are there any questions ? 

Mr. Ratns. Yes, sir; [have a question, Mr. Chairman. 

Mr. Scott, when you refer to H. R. 3316, that merely is an extension 
of title V of the present act. That is what 3316 does; is that correct ? 

Mr. Scorr. Yes, sir. 

Mr. Rartns. And by your statement here you are advocating that 
the direct loan feature under title V be eliminated from the Housing 
Act? 


Mr. McLeatsu. No. I think what we are saying is we would like 
to make loans either way, either direct or insured. 

Mr. Rarns. Well, let us see. 

Do you want to retain title V in the act ? 
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Mr. McLeaisu. With a difference in the definition of a farm. 

Mr. Rarns. I don’t think there would be any objection to the change 
in the difference of the definition of what constitutes a farm, set out 
in your statement, but I think there would be considerable difference 
of opinion about the increase of interest rate, which seems to be the 
backbone of H. R. 6414. In reality, that bill calls for 6 percent pay- 
ment, doesn’t it—5 percent interest rate, plus 1 percent for insur- 
ance charges would be 6 percent ? 

Mr. Scorr. Five percent is the maximum permitted under the act. 
1 believe it is pointed out in here, Mr. Rains, that presently the loans 
are being made at a charge of 414 percent to the borrower. 

Mr. McLeaisu. That includes the insurance charge. 

Mr. Rarns. If you put that in at 5 percent that would bring it up 
to the disaster loan rate, would it not, of 5 percent ? 

Mr. Scorr. That is correct. 

Mr. Rains. Are you still charging 5 percent on disaster loans? 

Mr. McLeaisn. Yes, sir. 

Mr. Rarns. I would like to know the reason for charging 5 percent 
on a direct loan from the Government to a man who has had a dis- 
aster. What isthe reason back of it ? 

Mr. Scorr. There were two main reasons that that change was 
made, Mr. Rains. 

We found that that 3 percent disaster loan—and that is just one of 
several loans that are being made by the Farmers Home Administra- 
tion in distress areas—we found that that 3 percent rate was resulting 
in a competitive situation. It was encouraging some folks to try 
various ways to continue to get that credit when they really should be 
borrowing elsewhere. We gave a good deal of attention to trying to 
control that. I am sure you realize that even though our county com- 
mittees of leading farmers are doing a commendable job in admin- 
istering their responsibility on these various loan programs, that it 
is not possible for them always to detect the real facts about some 
of these loans. 

We were disturbed particularly about the rather considerable num- 
ber of larger operators who were getting into this. There was evi- 
dence, Mr. Rains, that there was competition getting in as a result 
of this attractive rate. 

We felt that the Congress had many times indicated clearly that this 
type of credit that the Farmers Home Administration is extending 
should not be competitive with private industry. Having decided that 
competition existed we took note of the fact that the Congress had set 
a 5-percent rate on 2 different instances. One, this special livestock 
loan, which was a rather recent act. We felt that if we were going 
to change the rate to get away from the competition that 5 percent 
should be the rate. 

Mr. Ratns. I don’t think the Congress ever intended, and I don’t 
think a basis is provided in any act of the Congress, that in the case 
of disaster that this interest rate to be charged would the same type of 
rate that you would for a house or for some other loan from the 
Government. 

Furthermore, if what you say is true, that people who were not 
entitled to it were getting in, then the program should be abolished. 
If it is actually a disaster loan, they should have a reasonable rate 
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they could pay in keeping with their disaster. Otherwise, they should 
be cut off completely. 

Don’t you think so? ; 

Mr. Scorr. We realize that interest charges are important, certainly 
to people who are in distress. In these areas where there has been a 
prolonged drought, whatever their costs are they are of importance 
tothem. Weare not depreciating that in any sense. 

Mr. Rarns. You wouldn’t want to raise the interest rate in order to 
keep out someone who does deserve it. That ought to be handled by 
the Administration, to keep the nondeserving out without raising the 
interest rate on the deserving, shouldn’t it ? 

Mr. Scorrt. Serious attempts had been made repeatedly to admin- 
istratively handle that. We debated it for a period of 2 years, and 
it was a very close decision for us. We finally felt that it was in line 
with what we believed the Congress intended us to do, to make the 
change. 

Mr. Rarns. Perhaps, we got off on a side issue, but I think the 
whole Congress is quite concerned about what we are talking about. 

Mr. Fountarn. If the gentleman will yield, it seems to me that if 
we assume for purposes or argument, Mr. Scott, that there are some 
who may not be entitled to disaster loans and who get in under this 
program, then to change the interest rate because of that fact penalizes 
the true disaster cases in order to avoid the possibility of loaning 
money to cases which are not truly disaster cases. 

Mr. McLeaisu. I think there is another factor that enters into that 
decision. You see, we operate in the disaster areas with three types 
of loans. One is the production and subsistance loan. In some cases 
a man will get his initial subsistence loan, or production and subsist- 
ence loan, and that loan calls for a rate set by Congress at 5 percent. 
Then a little later on he comes on for a subsequent loan, and we are out 
of the P. & S. money and have used the emergency funds for his sup- 
plemental loan. Now, his neighbor may have got both of his loans at 
° percent, 

Mr. Rarns. That is the Administrator’s fault if he does. That is 
not the law. 

Mr. McLeatsn. The main fault is we ran out of money. 

Mr. Rarns. You mean for both? 

Mr. McLeatsn. For the production of subsistence loans. 

Mr. Ratns. If you run out of money how could he get in under 
either loan? 

Mr. McLeaisu. We have two types of loans, P. & S. from appro- 
priated funds and a revolving fund for emergency loans. The money 
comes back as it is paid in. The special livestock loan which is a 
disaster loan set up under disaster conditions for the livestock indus- 
try was fixed at 5 percent by Congress. 

Mr. Ratns. I don’t see where the change of interest rates has any- 
thing at all to do with the statement you are making now. I don’t 
see how, when you have different loans, one’a disaster loan, with a 
percentage, would necessitate raising the disaster loans. 

Mr. McLxatsu. All of those loans are operating in disaster areas. 
The livestock man doesn’t qualify for an emergency loan. Yet he 
says, “I am just as much in trouble as the man over here that is bor- 
rowing a thousand dollars from you at 3 percent-” 
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Mr. Rains. It is not serving a purpose to a man caught in a dis- 
aster, is it? 

Mr. McLeatsu. It is serving the purpose that he is getting the loan. 

Mr. Rarns. But he is paying a high price for it when he is in trouble. 
Isn’t that correct ? 

Mr. McLeatsu. The size of the loans is about $1,100 at the present 
time. The difference between 3 percent and 5 percent is $22 a year. 

Mr. Rains. Do you know any Government loan that is in excess of 
five except the title I loan to repair housing ¢ 

Mr. McLeatsu. That is in excess of five ? 

Mr. Rarns. Yes. 

Mr. McLeatsu. Our title I, Bankhead-Jones Act, is at 414 percent. 

Mr. Rarns. I must get back to the housing. 

I note in the second paragraph, Mr. Scott, of your statement—which 
appears to me to be really an understatement—I agree with you, but 
I think it is a great understatement when you say there is a great need 
for improvement in dwellings and other buildings on the farms. 

The simple truth is that a greater need exists for housing on farms 
than in cities. Isn’t that a fact? 

Mr. Scorr. A great need exists on farms. We didn’t mean to 
understate it. 

Mr. Rains. Would you mind putting into the record at this point 
the available statistics—I think it is from the census on housing— 
showing the number of substandard farmhouses in the country? Do 
you have those figures ? 

Mr. Scorr. We would be glad to supply that. 

(The information referred to will be furnished. ) 


Selected characteristics of rural farm housing—United States Census of 
Housing, 1950 
Item Number 
Total dwelling units___....___- i Ba i : 6, 357, 943 
Condition and plumbing facilities : 
Number reporting 3, 134, 576 


Not dilapidated : 
With private toilet and bath, and hot running water____ 1, 480, 512 
With private toilet and bath, and only cold water 128, 035 
With running water, lacking private toilet or bath 920, 891 
eee ASR Se) ee See 2, 460, 315 


Ls | aan eae Se see. 38 SSE a ee ee 4, 939,753 


Dilapidated : 
With private toilet and bath, and hot running water____ 30, 442 
Lacking hot water, private toilet or bath 


Water supply: 
Number reporting 
Hot and cold piped running water inside structure____ 
Only cold piped running water inside structure_____- 
Piped running water outside structure 
No piped running water 
Not reported 
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Selected characteristics of rural farm housing—United States Census of 


Housing, 1950—Continued 
Item 
Toilet facilities : 

Number reporting 
Flush toilet inside structure, exclusive use 
Flush toilet inside structure, shared 
Other toilet facilities (including privy) -—--~-- 

No toilet 
2g. 
Bathing facilities: 

Number reporting Bo a st 
Installed bathtub or shower, exclusive use____--~--_---- 
Installed bathtub or shower, shared 
No bathtub or shower__--_-__-~ 

Not reported___~_ 

Heating equipment : 

Occupied dwelling units_____-_---_~_- Pa 


Number reporting____ 
Central heating: 
Piped steam or hot water 
Warm air furnace________- 


Total 


Noncentral heating: 
Other means with flue 
Other means without flue___ 


Total 
Not heated 


Not reported 


Unoccupied dwelling units__-- ~~ 
Electric lighting : 
Number reporting 


With electric Mehts__..._.._........- 
No electric lights____-- 


Not reported___-_ 
Kitchen sink : 
Occupied dwelling units____------_-. 


Number reporting 


With kitchen sink____--- = 
ev nape Ginko 


Not reported___-_ e 
Unoccupied dwelling units_______-_~_- 
Number of rooms: 
Number reporting__-~- 


0 OM See OLR ee eee See 
Se OR eee 
rooms_____ 
SS EE Sa 
rooms 
soc... De a AR Spee 
9 rooms or more___- 


Not reported 


Number 


_. 6,253, 901 


1, 731, 682 
24, 408 

$, O99, 544 
398, 267 
104, 042 
6, 187, 000 
G00 

S79 

9, 521 


943 
022 
3, 245 


2, 845 
830, 305 


_ 1, 013, 150 


_ 3, 841, 065 


668, 990 


4, 510, 055 
65, 040 


132, 777 
636, 921 


6, 202, 235 


_ 4,817, 770 
__ 1, 384, 465 


155, TOS 


d, 721, 022 


_ 5, 680, 150 


_ 3, 086, 915 


2, 548, 235 


90, 87 
636, 921 


_ 6, 166, 561 


110, 249 
322, 974 
680, 000 
1, 292, 936 
1, 181, 300 
1, O70, 158 
651, O89 
482, 963 
424, 892 


191, 382 
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Selected characteristics of rural farm housing—United States Census of 
Housing, 1950—Continued 
Item Number 
Number of persons: 
5 -L SORZa, G22 


person F 287, 593 
persons__..._.--~----.-~==-~=-++-.~--~-----=-------+---- i 3 336, 178 
persons: . = =.= ..=-~-=<----..~-+--++-+---+++-~----------- 1, 165, 004 
persons... =..-=..-=~-==--—-.«..--....-=s--.~-=----<--2--=5 1, 033, 871 
persons... .....+--.--...-... 6+. -------- = - - Se 732, 819 

‘ 464, 913 

MOMONG s xe ew L Ll So Se oe ae be 285, 395 

8 persons_....-..-...---~--~.-+...~-~----. -—------.-+---~- 1738, 697 
9 2 106, 408 
135, 144 


3. 6 
636, 921 

Persons per room: 
CRIN WEPORIND IUD 5 oi io kin ei eee 5, 721, 022 


Number reporting 5, 605, 737 
0.75 or less per persons per room 3, 216, 399 
0.76 to 1.00 persons per room 1, 139, 550 
1.01 to 1.50 persons per room 677, 727 
1.51 or more persons per room 572, 061 


Not reported 115, 285 


Rnoceunied. Gwelling) MGs sens cncinacccnnnsee~ens..---- =  6e6,921 


Source: U. S. Bureau of the Census, U. S. Census of Housing: 1950. Vol. I, General 
Characteristics, Chapter 1,U. 8. Summary. U. 8S. Government Printing Office, Washington, 
D. C., 1953. Tables 7-13. 


Mr. Rains. I would like the number to show how many units do 
not have inside toilets. I would like for you to show the number, if 
the statistics show it, of those that have no bathtubs and no sewerage 
of any type. 

Mr. Scorr. We would be glad to do that, sir. 

Mr. Vanik. At that point, would you yield? 

Mr. Ratns. Yes. 

Mr. Vantx. Those records could also indicate the per-person occu- 
pancy. I think that has a great deal to do with a slum condition. 

The Cuarrman. The what? 

Mr. Vanik. The per-person occupancy. 

Mr. Ratns. Why did the Department not ask for any appropriation 
for title V, direct loans to farmers, last year? Can you explain that 
to us? 

Mr. McLeatsn. I think the bill was passed rather late in the year 
last year, and it was too late for us to get om. 

Mr. Ratns. What was to prevent you from sending your views to 
the Congress prior to the passage of the bill as to whether or not you 
would like to have an appropriation ? 

Mr. McLxratsn. Those things have to be cleared through the Bureau 
of the Budget. 

Mr. Rarns. You are telling me that the Budget and administration 
didn’t favor any funds for the direct loans to farm housing; that is 
correct, isn’t it? 

Mr. McLxatsu. I can’t say what the administration felt. 
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Mr. Rais. At any rate, you did not get it cleared through the 
Budget ? 

Mr. McLxaisn. No, sir. 

Mr. Rains. Did you make an effort to get it cleared ? 

Mr. McLeatsu. We did make an effort; yes, sir. 

Mr. Rarns. It is a fact that the payment record of people who have 
bought homes under title V, direct home act, stands at 106 percent of 
payment today / 

Mr. McLeatsu. That is correct. 

Mr. Rains. In other words, it is the finest mpneanent schedule of 
any Government loan that has been offered, whether VA or anything, 
isn’t it? 

Mr. McLeaisu. Not having other figures to compare, I could not 
say. We can’t complain about that program’s repayment record. 

Mr. Rains. Why not expand that program to the farmers in Amer- 
ica, those living in the type houses we have talked about recently, 
which the record will sustain, with a real appropriation and carry on 
the job that needs to be done, you admit, and that it will be repaid to 
the Government? How do you feel about it ? 

Mr. McLeraisu. We feel this way: That is one of the reasons we 
recommended the insured authority. 

Mr. Ratns. You had the insured authority all the time. That was 
there before title V, was still in it, and is there now. 

Mr. McLeaisu. I don’t think the insured authority has been there. 

Mr. Rarns. It has been in all the time. 

Mr. McLeaisu. Under the Bankhead-Jones Farm Tenant Act, we 
have the insured authority. 

Mr. Rats. Since 1946. 

Mr. McLeatsu. Since 1946. Under that act, this year as a result of 
the half of 1 percent interest increase we have commitments from 
private lenders of around $76 million compared to $8.5 million the year 
before. We have made $27 million of insured loans this year, under 
the Bankhead-Jones Farm-Tenant Act, compared with that of $8.5 
million. We will loan $19 million of appropriated funds, or a total of 
$46 million this year compared to $28 million of loans in total last year. 

The same thing would apply to housing. We are always limited 
on direct loan funds. There is always a figure set on housing under 
these direct appropriations that to us seems inadequate. 

Mr. Rarns. Mr. McLeaish, of course you know and the record shows 
that the record under the Bankhead-Jones insured farm housing was 
not very impressive, has not been, and that is why we passed the title 
V some 3 or 4 years ago, and is not now impressive. Do you want to 
leave out insured loans altogether / 

Mr. McLeaisn. No. We will use both funds, appropriated plus 
insured funds. In other words, this year we will make roughly $20 
million more of loans under Bankhead-Jones than we did the year 
before because of the insured authority. ; 

Mr. Ratns. How many are you going to make on direct loans? 

Mr. McLxaisu. Nineteen million. 

Mr. Rarns. How much are you going to ask for in the appropriation 
budget this year under title V if it is continued in the act ? 


Mr. McLxatsu. That is a question I don’t think I can answer cate- 
gorically right now. 
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Mr. Rarns. You mentioned the fact also in your statement that 
there are farmers—Mr. Scott, there are farmers and ranchers who need 
housing loans who cannot qualify for farm ownership loans. I don’t 
know of a farmer or rancher who couldn’t qualify under title V. 

What would prevent them from it ? 

Mr. Scorr. There are some I understand that are larger than the 
determined family size farm that is a requirement, you know, in the 
making of these loans. It is our view that there are not a great many 
of those. 

Mr. Rarys. That is a very minor number, those extremely large 
farms ¢ 

Mr. Scorr. It is, sir. If the Congress feels that those few instances 
should be provided for under this bill 

Mr. Rays. That is not the ones I am thinking of. I am thinking 
about the fellow who has a small farm and nothing to make his down- 
ayment with, which is required under the insured loan. Under title 

"he could get a loan, couldn't he ¢ 

Mr. Scorr. That is right. 

Mr. Rats. If you eliminate title V, that man who lives on a small 
farm—the man who has made this 106 percent of repayment record, 
those same type men—they couldn't qualify under the insured loan, 
could they ¢ 

Mr. McLeaisu. I believe most of them could. I won't say all of 
them could. In other words, the insured loan provision as proposed 
in title V does not require a man who owns a farm to pay 10 percent 
down on his house. 

Mr. Rains. Yes, Mr. MeLeaish. I remember when the first of 
these loans was made, was made in Congressman Jones’ district, and 
the second was made in my district. I have pretty close touch with 
those people, and the ones that made those loans and have made the 
wonderful repayment record were people who had mortgages on their 
places and would not have been able to put up the 10-percent downpay- 
ment. So when you ask to cut off the direct loan authority under title 
V and leave it all in insured loans, aren't you afraid you are going to 
leave out in the cold the very people who needed it most ? eae 

Mr. McLeatsn. I don’t know. I haven't read 6413 very closely, but 
I don't think it calls for the same 10 percent requirement that the 
Bankhead-Jones Act does. 

Mr. Rarns. I haven't covered that phase of it. 

Do you have there before you this 6414 / 

Mr. McLeatsn. No, sir: we don't. 

The CHairman. We have a high-school class from Monrovia, Ga.. 
here. We are glad to welcome you and are glad you have had the op- 
portunity to come to the Capitol to see your Representatives. We are 
glad you could visit here. 

Mr. Ratns. Would you have available—and, if not, Mr. McLeaish, 
or Mr. Scott, will you put in the record the number each year of farm 
loans you made under the Bankhead-Jones insured program during 
the vears of °46, “47, “48, “49, and “50, up until the passage of title V! 

Mr. Scorr. We will be glad to. 

Mr. Rains. And dollar amounts for each one! 

Mr. Scorr. Yes, sir. 


Mr. Ratys. Also the repayment record ¢ 
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Mr. Scorr. Yes. 
(The information referred to will be furnished.) 


Insured farm ownership loans under title I of the Bankhead-Jones Farm Tenant 
Act, prior to passage of the Housing Act of 1949 








Number of Amount initial 
Fiscal year initial | and subse- 
loans quent loans 








338 $2, 412, 837 
1,149 7, 937, 240 
2, 191 16, 586, 860 


Includes all of the 1950 fiscal year. The Housing Act was approved July 15, 1949, and the first farm 
housing loan made Nov. 17, 1949. 


As of March 31, 1955, the payments made by indebted borrowers exceeded the 
amortization schedule for these borrowers. Of the indebted borrowers, 4,189 
were ahead of schedule in the amount of $1,406,370; 2,919 were on schedule: 
and 1,668 were behind schedule in the amount of $625,684. About 10 percent of 
the total borrowers who received insured loans were paid in full as of March 31. 


Mr. Rats. Section 2 of the bill says: 


No new loans shall be made under section 503, and no new loans or grants shall 
be made under section 504 of the Housing Act of 1949 after date of enactment of 
this act. 

What does that leave you with if you enact that into the law? 

Mr. McLeatsu. I am going to let Mr. Barnard answer that. I un- 
derstand under 503 we never did make many loans under that. 

Mr. Rarns. That is correct. I know you didn’t. In fact, the only 
ones I know of were made down in the State of Georgia. That never 
Was very active. 

What about 5047 

Mr. Barnarp. Mr. Rains, that wasn’t very active, either. We made 
762 loans under section 503, out of about 19,000 total loans. We made 
156 under section 504. Actually, the section 503 loan is practically the 
same thing as the title I farm ownership loan Mr. McLeaish is talk- 
ing about. 

Mr. Ratns. You don’t know how many applications you had ¢ 

Mr. Barnarp. During the 5 years we operated the program we got 
about 70,000 applications, for the whole 5 years. They didn’t come in 
by types, or by sections of the act. 

Mr. Rains. Mr. McLeaish, all of the poultry loans are made under 
title V, aren’t they, for poultry houses / 

Mr. McLeatsH. Most of them were; yes, sir. 

Mr. Ratns. I wonder if you would submit also for the record the 
number of applicants for title V loans during the last 2 years, and the 
amounts they requested, and the number of loans granted ¢ 

Mr. McLeaisu. Can you furnish that ? 

Mr. Barnarp. Yes, sir. We don’t have the amounts they requested, 
but I could estimate that. 

Mr. Rains. I think that is all, Mr. Chairman. 

(The information referred to will be furnished. ) 
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Number and amounts of applications and number and amounts of loans made 
during the 1953 and 1954 fiscal years under title V of the Housing Act of 


Fiscal year Fiseal year 
1953 1954 





Applications: | : 
Number received _.---------- be Pee ae ; eee 11, 065 _ 6, 889 
Approximate amounts requested - - - -- : atints ..----| $66,036,973 $41, 608, 157 

Loans made: 
ROB nic cewiacaveeaseckwceteteceksccss cess : 3, 274 2, 658 
Amounts. -- MPSA ALEC IS 8 ae fa $19, 125, 221 $16, 067, 934 


The Cuamman. Mr. Brown. 

Mr. Brown. Will you explain the difference between the direct and 
insured program ¢ 

Mr. McLeaisu. Under this housing proposal there would be no dif- 
ference in the making of the loan or the interest rate between the two. 

Now, to give you an idea; the authorization for these housing loans 
in the first 5 months were about $360 million. Yet the appropriations 
from Congress were $99 million in 5 years. 

Now, that is our thinking, that if there is a greater demand—and it 
is rather hard to estimate a year ahead what your demand is—for 
housing loans, and we get into the program, we would like to do it as 
completely as we can. 

Mr. Brown. How many loans did you make last year? 

Mr. McLeaisn. 2,700 farm housing loans in 1954. 

Mr. Brown. Are you recommending an increase in the interest rate ? 

Mr. McLeaisu. We are recommending an increase to 5 percent, a 
permissive increase. 

Mr. Brown. Why are you going up on the interest rate / 

Mr. McLeatsn. We found we can get money at 314 percent now. 
We can get private capital. In other words, we are getting the private 
capital at 314 percent, and we are putting the additional 1 percent into 
the insurance fund. 

Mr. Brown. That is all, Mr. Chairman. 

The CHatrmMan. How much money have you disbursed in the last 
year in disaster loans? 

Mr. Barnarp. Last year, Mr. Spence, we loaned about $94 million 
for all these various types, special production livestock, emergency 
and economic emergency. This year so far we have loaned about $85 
million. 

The Cuarrman. What proportion of applicants for disaster loans 
have received loans ? 

Mr. Barnarp. Well, there has never been any shortage of money 
for disaster loans ; and to the extent that an applicant can qualify; and 
it looks like a reasonably good loan : the applicant could get one. There 
has never been any question about not being able to take care of them 
if they otherwise qualify. 

The Cuatrman. There must have been a good many that don’t quali- 
fy. I have known of a good many who have applied for the loans and 
have been refused. It seems after a disaster it puts a man in a posi- 
tion where he might not be able to qualify as one might qualify who 
had not been the victim of a disaster. 
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Mr. Scorr. Mr. Chairman, all of these disaster loans are being ad- 
ministered in a very sympathetic way. We are keeping in close touch 
with the programs. Just recently we were reviewing the experience 
in one of the States that has had a series of drought years, and it was 
evident that we were making these disaster loans to folks to continue 
to carry on their farming operations. Succeeding years of drought 
had prevented them from making expected payments, but we were con- 
tinuing to go right back in there each year and stay with these good 
people and help them. It is recognized that the Congress expected us 
to take a realistic view on these loans, and that is exactly the way it 
is being administered. 

Mr. Brown. Disaster loans are the same rate as the other loans? 

Mr. Scorr. Yes, sir. 

The CHarrMan. It seems to me that that program ought to be ad- 
ministered right sympathetically, because the disaster itself makes 
a man probably less able to qualify, and we should try to relieve him 
from the effects of the disaster. Therefore, I think it should be ad- 
ministered with some sympathetic consideration. 

Mr. Scorr. Mr. Chairman, you are correct in that, and I believe that 
these loans are being administered in a very sympathetic and under- 
standing manner. 

The CuatrmMan. Mr, Davidson ? 

Mr. Brown. May I ask one more question ? 

The Cuatrman. Mr. Brown. 

Mr. Brown. I can’t understand why you are raising the rates on dis- 
aster loans. I am more sensitive about that than any other particulsr 
thing in your department. 

Mr. Scorr. We recognized that was a very debatable decision. As I 
indicated earlier in my testimony, we debated that for a 2-year period. 
We thought we were proceeding correctly, in trying to eliminate in 
this way some abuses that were getting in the program. We realize 
it is debatable. 

The Cuarrman. Mr. Davidson. 

Mr. Davinson. In answer to Mr. Brown’s question; I just want to 
clear up one thing: 

You said that there was no difference in the interest rate between the 
insured and the direct loan. Well, now; how about that 1 percent 
which goes into the insurance fund ¢ 

Mr. McLeatsu. When I say there is no difference, I mean in the 
cost to the borrower. Actually we get the money from the private 
sources at 314 percent. We get a 1 percent insurance charge which 
makes a total to the borrower of 414 percent. On the direct appro- 
priated funds, the rate is fixed at 414 percent. 

Mr. Davipson. I see. 

What I want to ask you is this: On your direct loans what are the 
terms that you put in the mortgage agreement? What is the period 
of time of the loan ? 

Mr. McLeatsu. On the farm ownership loan, it is 40 years. 

Mr. Davinson. Is there any provision for amortization ? 

Mr. McLeatsu. Yes. We set up an amortization schedule of equal 
annual payments over the 40 years, which will take care of the inter- 
est and the principal. 

Mr. Davinson. That is a constant payment loan ? 


638137— 55 10 
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Mr. McLeatsn. Payable once a year. 

Mr. Davipson. Does the man pay the same amount every year as 
he pays his amortization and interest? That is what we call a con- 
stant loan. 

Mr. McLeaisu. It is a constant payment loan, yes. 

Mr. Davinson. If it was a 40-year loan the amortization would run 
something in the neighborhood of 1 percent, wouldn’t it ? 

Mr. McLeatsu. Yes. 

Mr. Davipson. He would pay 41% percent for a direct loan plus 1 
percent amortization or about 514 percent annually on whatever the 
principal amount of the loan was? 

Mr. McLeatsn. Is that about right ? 

Mr. Barnarp. Four and a half percent is the total charge to him 
on the unpaid balance. 

Mr. Davinson. That would make no provision for the amortization 4 

Mr. Barnarp. When Mr. McLeaish talked about amortization he 
meant that we used the regular amortization table of 40 years at 414 
percent that produces an annual payment of so much for both prin- 
cipal and interest. 

Mr. Davinson. Then your interest charge is really not 414 percent, 
inclusive of the insurance. It is less than that because a part of that 
payment goes toward amortization ? 

Mr. Barnarp. That is right. 

Mr. McLeatsu. That is right. In other words, the interest rate is 
actually 314 percent. 

Mr. Davinson. It is less than that, because if your interest is 314 
percent, and your insurance is 1 percent, making a total of 414 percent, 
and that is what you ask the man to pay constantly each year, there 
is no provision for amortization. If you have a provision for amor- 
tization some place in that 414 percent that I have just added up for 
you, you have got something which amounts to amortization, or the 
retirement of the loan. Isn’t that so? 

Mr. McLeatsn. That is added to the 4144. What we do is take a table 
which includes amortization, plus the 414 percent interest over a 40- 
vear period in order to make it a constant payment. 

Mr. Davipson. Then it is more than 414 percent ? 

Mr. McLeatsn. His total payment of principal and interest would 
be more than 414 percent. 

Mr. Davipson. So that the income-tax people would let him deduct 
314 percent because that is a deductible item for payment of insurance, 
the amount he would pay for insurance is deductible but that portion 
he pays annually to retire his loan would, of course, be a capital or 
equity investment; is that right ? 

Mr. McLeatsu. That is correct. 

Mr. Jones. Will the gentleman yield so I can direct a request to 
the chairman ? 

Mr. Davinson. Yes, sir. 

Mr. Jones. Mr. Chairman, since I was the original author of title 
V of the Housing Act of 1949, I would like to appear and testify in 
behalf of a bill which I have pending before the committee at a con- 
venient date of the committee. 

Mr. Brown (presiding). We would be very glad to hear you, Mr. 
Jones. We know you are one of the outstanding Members of Congress, 
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and inasmuch as you are located in an agricultural section of the 
country we will be glad to hear from you. 

Mr. Davipson. I would be glad to yield up this witness and have 
Mr. Jones testify now if he had that in mind ¢ 

Mr. Jones. No; but I expect to cover in the testimony that I shall 
present to the committee the history of this lending activity, and bring 
to the committee some of the points that I feel must be stressed. 

Mr. Brown. All right. 

Mr. Clerk, will you notify Mr. Jones when he may appear? 

Mr. Jones. Thank you. 

Mr. Davinson. Just one more question. 

In connection with these direct disaster loans, do you, among other 
things, take into consideration aside from the validity of the loan 
from a financial standpoint, the need of the individual in making the 
loan? Isthat one of your considerations ¢ 

Mr. Scorr. That is the principal consideration. The security, etc., 
is recognized and expected to be secondary, and we take what liens are 
available. When we have a farmer who is determined to stay on, if 
we given a little help we certainly try to do that in every deserving 
case. 

Mr. Davipson. In other words, you take into account whether this 
lisaster was insured, etc. ? 

Mr. McLeaisn. That is right ; we would. 

Mr. Davinson. The last question is, in many of these tases these loans 
would become secondary lens, or, rather, second mortgages / 

Mr. McLeatsu. Some of them third mortgages. 

Mr. Davinson. The position of the Government as a guarantor 
holds no special preference under the law; does it? 

Mr. McLeatsu. No. Not under the disaster programs. 

Mr. Davipson. Or any program of a direct loan. 

Mr. McLeatsu. The Bankhead-Jones Farm Tenant Act, the vet- 
eran does get preference on our funds. There is no preference to any- 
one else. 

Mr. Davipson. If a farmer, be he veteran or civilian, has a first 
mortgage and possibly, as you say, a second mortgage, and then this 
direct loan from the Government, or even insured loan, becomes a third 
mortgage, he holds no particular preference under the law; does he? 

Mr. McLeatsu. No, sir. 

Mr. Davipson. Have you ever had one of these loans that you have 
made, secured by a mortgage, wiped out by the foreclosure of a first or 
second mortgage ? 

Mr. McLeaisu. Yes. We have had some, and we are in danger of 
having some now. 

Mr. Davipson. Can you supply for the record, or do you have pres- 
ent now the number of those loans which have been either directly 
made by the Government, or which are insured by the Government, 
which have been wiped out as liens by reason of foreclosure of prior 
loans or mortgages / 

Mr. Barnarp. I don’t think we have at Washington, Mr. Davidson, 
the figures that you are talking about. We have the figures that we 
call liquidations, that might be a voluntary conveyance on all operat- 
ing-type loans. We don’t have in Washington and it would be dificult 
to get just the disaster loans. 
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Mr. Davinson. I think it should be supplied for the record in the 
case of disaster loans, and ordinary farm loans, for building and other- 
wise. I think we should have it supplied for the record, and I think 
Congress should be informed of how many of these loans which are 
junior to other private loans in the form of first and second mort- 
gages, have been wiped out or are in danger of being wiped out by 
virtue of the foreclosure of these prior loans or prior mortgages. | 
think that is extremely important for us to know. 

Mr. Barnarv. We would have to make quite a survey to get that. 
We can get it. 

Mr. Davinson. I think that is your No. 1 statistic, because if you 
are in the business of making mortgage loans or insuring loans you 
certainly want to know whether you are a first, second, or third lien, 
and whether somebody is in there before you to wipe you out, and | 
think you should maintain a constant tickler to find out whether or 
not there is a possibility of any fraudulent transfers with regard to 
first and second mortgages, which would wipe out the Government. 

I think we ought to have a very, very clear concise statement of a 
situations wherein you have been wiped out as a lien by virtue of 
foreclosure of a prior mortgage, and as was stated by the aiaiipes 
those cases where there is danger of this happening. 

I think that is extremely important for your entire program. 

Mr. Barnarp. I didn’t mean to imply that that is not available 
Of course it is, in our county office where they actually handle the 
loan with the borrower. I merely say it isn’t reported to Washing:on 
as a current report. We would have to make this survey in or der to 
get it. 


Mr. Davinson. I think Congress should know. _ If there is any pos- 
sible way we can treat with the situation, and still render the service 
that we are trying to render under this Bankhead-Jones progr am, we 


would like at least to be given the opportunity to think about that. 

Mr. McLeatsu. On the Bankhead-Jones side of the deal, our dan- 
gers there are very slim. We are collecting over 100 percent of 
maturities, and we do get a first mortgage under that, but when you 
refer to disaster loans, I would say in practically all cases we get some- 
thing less than a first mortgage. 

Mr. Davinson. Well, perhaps this is imbued with something more 
than hard business and undoubtedly the Congress intended that it 
should be imbued with something more than hard and fast and cold 
business. That is why you people are stepping in, to help those who 
are the victims of disaster. 

Mr. Scorr. We have felt that was the case, Mr. Davidson. 

Mr. Davipson. That is all right, but we ought to know what thi 
situation is. 

Mr. Scorr. We fully agree with you. 

Mr. Barnarp. You are talking just of the disaster loan ? 

Mr. Davipson. I think we ought to have it in each case. [ think 
we should have it in the case of the disaster loans. I think we shoul: 
know something about it. Congress, I am sure, will be satisfied to tr) 
to be of help, notwithstanding the rigorous position that a privat: 
lending institution might take. 

I think we ought to know something about it, and I certainly think 
we should know something about those direct and insured loans whic! 
are not of the disaster character. 
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Mr. Barnarp. Would it be satisfactory when we get it, to present 
it to the committee? Iam not sure we could get it for this particular 
record, if this record is going to be closed very quickly. 

Mr. Davipson. The record will be held open for 2 weeks. 

Mr. Barnarp. I doubt whether we could get it in 2 weeks. It is in 
tlie county office. 

Mr. Murer. Why should there be so much difficulty in getting the 
information here to Washington if it is available in your local offices ? 

Mr. Barnarp. There are 1,500 of them. 

Mr. Murer. I don’t care if there are 15,000. You could send out 
word you want the information and they could send it to you. 

Mr. Barnarp. We could do that. It would take 2 weeks to get the 
letters out and mail them back. 

Mr. Mutter. Don’t tell me it would take you 2 weeks to notify the 
offices what you want. It will be the same notice to each of them, 
won't it ? 

Mr. Barnarp. We have circularized a great many times. It takes 
at least 2 weeks. 

Mr. Mutter. This is a request for Washington headquarters to give 
you information, from a subordinate office. This isn’t circularization. 

Mr. Barnarp. We would send a letter to each one of them and ask 
for a report. They would have to go through the files and prepare 
the information, 

Mr. Mcutrrr. Do you say you would request this information by 
sending out 1,500 personal letters, each one separately signed, to get 
this information? Why couldn’t you mimeograph 1,500 notices, over 
the Seeretary’s printed signature or typewritten signature, and send 
it out and get the information back ? 

Mr. Barnarp. We could get the letter out today but the question 
of getting it back and tabulating it—we are talking about many homes. 

Mr. Davipson. You are running a hundred-million-dollar business 
here, and certainly you want to know what the position is of the mil- 
lions of dollars that you have got out, either on direct loan or which 
you have insured for, and I think it is very, very important. This in- 
volves the very structure and strength of your whole program, and 
it is continuous. 

Mr. Scorr. Mr. Davidson, we will be delighted to expedite the 1e- 
quest and get it in as quickly as possible. I think Mr, Barnard was 
just visualizing some possible delay there. We certainly agree the 
information is important and assure you we will get it in as quickly 
as possible. 

Mr. Davipson. Thank you. 

(The information requested is as follows :) 

The Farmers Home Administration operates several loan programs. The 
}ossibility of loss to the Government from foreclosure by prior lienholders is 
not a serious problem except for emergency (disaster) and special livestock 
loans made under authority of Public Law 38. Except for emergency and special 
livestock loans, loan procedures permit the refinancing of existing indebtedness 
whenever the terms of the existing liens are such that refinancing is important 
to the soundness of the loan. Often existing lienholders can be persuaded to 


change the terms of their liens to make them more in line with the repayment 
ability of the borrower. 

Many applicants for emergency and special livestock loans already have their 
real estate and chattels heavily mortgaged. This is not generally true among 
small tenant farmers whose operating requirements are not large and whose 
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chattel property has so little value that conventional credit sources would not 
extend credit on this security. By the very nature of the emergency programs, 
however, it is expected that the Government will take higher than normal credit 
risks in making these loans. Even so, an effort is made to obtain reasonably 
adequate security. Though the Government usually has a junior lien on chattels 
and real estate, a first lien is required on crops financed with loan funds. Most 
creditors have shown a willingness to stand by to enable borrowers to work out 
of their difficulties with the help of Government loans. Because of this attitude, 
there have been relatively few foreclosures by prior lienholders among emergency 
and special livestock loan borrowers. This fact is revealed by the statistics 
outlined below. 

In a special survey conducted with a direct questionnaire sent to each county 
office, the following was reported with respect to the type of security held for 
emergency and special livestock loans and the number of instances in which fore- 
closures have been undertaken by prior lienholders. Out of a total of 54,700 
borrowers with loan balances outstanding, 1,970 loans were secured by real-estate 
mortgages, some of which also were secured by chattel liens. Of this number, 
about 400 were first mortgages, 1,380 were second mortgages, and 190 were less 
than second real-estate mortgages. A total of about 8,600 loans were secured only 
by liens on crops. Another 4,750 were secured only by liens on chattels other 
than crops. <A total of 34,280 were secured by both liens on crops and liens on 
other chattels. In most instances the Government held a first crop lien. In those 
cases in which other chattel security was involved, the Government held a variety 
of first, second, and third liens on individual chattels. About 5,100 borrowers 
had loans outstanding, but the Government now holds no security at all for the 
loans. 

The following situation was revealed by the questionnaire with respect fo 
foreclosures by prior lienholders. About 75 foreclosure actions by prior real- 
estate lienholders have been initiated since inception of the program. About 
550 foreclosure actions have been initiated by prior chattel lienholders since 
inception of the program. County offices reported that they had knowledge of 
11 foreclosure actions by prior real estate lienholders that were likely to be 
initiated within 30 days. They also reported that they had knowledge of 26 
foreclosure actions by prior chattel lienholders that will likely be initiated 
within 30 days. 


Mr. Brown. Any further questions of the witness? 

Mr. Mutter. I have just a few questions. 

Do you know what rate of interest is charged on disaster loans by 
the Small Business Administration ? 

Mr. McLeatsn. I think it is 3 percent. 

Mr. Muurer. Why should there be a difference on interest on a loan 
charged by the Small Business Administration as against that charged 
by the Department of Agriculture? Both are departments of our 
Government—the same type of loan, each of which is requested be- 
cause of a disaster. Why should there be a difference ? 

Mr. Scorr. I don’t know why there should be a difference. I say 
again we realize that was a very debatable decision. We acted in good 
faith and did what we thought was in line with the decision. 

Mr. Mutter. I am the last one in the world to question your good 
faith, and don’t intend to. I am sure you acted in good faith in all of 
these matters. We are all fallible and all make errors. 

Has there been any consultation between your Department and the 
Treasury Department with reference to the interest rate? 

Mr. Scorr. Not on this particular question, I am quite sure. We 
have had discussions about the rate that should be paid or might 
properly be paid lenders under this insured program. You will re- 
member the authority to make insured loans was increased by the 
Congress last year, and includes water and soil conservation loans. 
In other words, it is relatively new in some aspects. We feel that it is 
proper to consult with the Treasury on what would be proper in this 
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field in which they do have experience of determining rates for various 
types of investments. We are consulting with them now on that par- 
ticular phase. 

Mr. Mutrer. One other matter I would like to touch on very briefly. 

Mr. Taiz. Will you yield? 

Mr. Mutrer. Yes, sir. 

Mr. Taiz. There is a question in my mind about the rate for small- 
business loans. My memory tells me it is 4 and not 3. 

Mr. Mutrer. I think, Dr. Talle, the gentleman is right. It is 3 
percent on disaster loans by the Small Business Administration. 

Mr. Tatxe. I did not understand that the reference was to disaster 
loansonly. Thank you. 

Mr. Mutrer. On the other loans there is a varying rate. Partici- 
pating loans carry one interest rate, and direct loans carry another 
interest rate, but the disaster loan is 3 percent. 

There is one other matter I would like to touch on briefly. Are we 
to assume from the absence of any statement in your statement about 
Budget Bureau clearance that this has not been cleared with the 
Budget Bureau? That is, as to your statements and recommenda- 
tions ¢ 

Mr. Scorr. I think it has. 

Mr. Barnarp. Yes. We reported on the 2 bills in the Senate in 
much the same way, which are the same bills as these 2 we are talking 
about here. 

Mr. Mutrer. The recommendations contained in the statement pre- 
sented here by your Department have been cleared by the Budget 
Bureau ¢ 

Mr. Barnarp. We said the same thing in the written report to the 
Senate. 

Mr. Mutter. You are not answering my question. I want to know 
specifically whether or not the recommendations you are making to 
this committee have been cleared with the Budget Bureau ? 

Mr. Scorr. We are not certain about that. May we check on that? 

Mr. Mutter. Will you verify that for us and let the committee 
know whether or not they have been ? 

Mr. Scorr. Yes, sir. 

Mr. Mutter. Do you know whether or not any of your reeommenda- 
tions are contained within any of the President’s messages to the 
Congress? In other words, what I am trying to find out is whether 
or not your recommendations are administration policy. 

Mr. Scorr. They are policy in the Department, yes. 

Mr. Mutter. I assume it has been cleared with Mr. Benson, and 
Secretary Benson has approved your recommendations. Am I right 
in that assumption ? 

Mr. Scorr. That is correct, sir. 

Mr. Mutrer. I want to go one step further and find out whether 
or not it has been cleared with the Budget Bureau, which means the 
administration. We say the Budget Bureau. Actually that means 
the President’s recommendation. He is responsible for his adminis- 
tration policy. I would like to know, and I am sure the committee 
would, too, are your recommendations part of, and in accord with, the 
President’s administration policies? 

Mr. Scorr. We will make a statement for the record. 





144 | HOUSING AMENDMENTS OF 1955 


(The information referred to is as follow :) 


The Department of Agriculture reported to the Senate Committee on Banking 
and Currency on 8. 789 and S. 1022. These are identical bills to H. R. 3316 
and H. R. 6414, respectively. This report which was cleared through the 
Bureau of the Budget stated that “The Bureau of the Budget advises that, from 
the standpoint of the program of the President, there is no objection to sub- 
mitting this report.” My formal statement containing recommendations with 
respect to H. R. 3316 and H. R. 6414 was not cleared with the Bureau of the 
Budget. However, the recommendations contained therein are consistent with 
the report to the Senate on S. 789 and S. 1022 and Bureau of the Budget clearance 
therefore is also applicable to these recommendations on H. R. 3816 and 
H. R. 6414. 

Mr. Scorr. On that particular point, the contacts with the Bureau 
of the Budget are handled by one of our budget officers, and [ am not 
sure on this statement. 

Mr. Mutrer. Thank you. 

Mr. Bet. I would like to ask a question. 

Mr. Brown. Mr. Bell. 

Mr. Bett. We have been talking about the Government being in 
the position of taking a second and third mortgage on disaster loans. 
Would you make a disaster loan to a farmer whose property was 
unencumbered ¢ 

Mr. McLeaisn. We probably would not because we would find that 
he can get credit from somebody else. 

Mr. Berti. Then the reason for the disaster loan is that he has used 
all of his credit elsewhere ? 

Mr. McLeatsu. That is correct. 

Mr. Bett. That is the reason the Government stands in the position 
of being second or third mortgage holder ; is that correct ¢ 

Mr. McLeatsu. That is correct. In other words, under the general 
intent of the laws we administer, the applicant must not be able to get 
credit from any other source. 

Mr. Beri. That is the real purpose of the loan ? 

Mr. McLeaisu. That is right. 

Mr. Bewi. I represent a district down in Texas that is as large or 
larger than the State of Maryland. The drought has gone on unabated 
there and in portions of it for 5,6, or 7 years. The farmers there are 
almost in as bad position as they were during the depression. The 
county judges formed an emergency organization over the whole 
district, and outside of the district, for the purpose of trying to do 
something and trying to get the Government to do something else to 
assist these farmers who are having to leave the farm because of no 
fault of their own, simply because of the devastating effect that the 
drought has brought about. 

Has your Department in such instances thought about any new 
kind of a program which would help farmers placed in that position / 

Mr. Scorr. Mr. Bell, for quite a long time we have had under very 
serious consideration in the Department the problems in not only 
your area but in the Great Plains States. We have had a special 
committee there studying the programs and policies and authorities 
of all of the agencies, which might help in alleviating some of these 
problems, particularly some of the land use problems. As you may 
know we are meeting in Denver the first of next week, and the Sec- 
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retary will meet with the governors of the 10 States at the conclu- 
sion of some work sessions that we are having out there. We think 
that this going to be an opportunity to get some real honest-to-good- 
ness State, Federal, and local participation in working on some of 
these problems. 

We are giving consideration to some additional credit services 
that might be available. We are seriously studying this and have 
been for some time, Mr. Bell. 

Mr. Bexxi. But you don’t intend to call these people marginal 
farmers just for the reason that they have been caught in this 
drought ? 

Mr. Scorr. No, sir; far from it. 

Mr. Beuu. I notice that the State commissioner of agriculture in 
Texas thinks that he and the other State agricultural commissioners 
ought to be invited to this conference in Denver, because they have 
made a prior study of some of these problems, but he said they are 
being excluded from the meetings for some reason. 

Mr. Scorr. There was some misunderstanding on Commisioner 
White’s part as well as some of the others. Secretary Benson wrote 
to all of the governors as soon at it came to his attention that there 
was a misunderstanding and told them that they were invited to bring 
along any representation they wanted to the meeting. 

Mr. Bei. That is all. 
Mr. Brown. Gentlemen, we appreciate your testimony this morn- 
ing. 

We will call now Mr. C. H. Olson and Mr. John Evans. 

I understand Mr. Olson is assistant legislative director of the Ameri- 
can Legion. 


STATEMENT OF C. H. OLSON, ASSISTANT LEGISLATIVE DIRECTOR, 
AMERICAN LEGION 


Mr. Otson. Yes, sir. My name is C. H. Olson. I am assistant 
director of the National Legislative Commission of the American 
Legion. The American Legion appreciate the opportunity you have 
given us to come before your committee this morning to urge legisla- 
tion, to accelerate and expand the military housing program. 

Mr. Brown. Weare very glad to have your testimony. 

Mr. Orson. The primary interest of the American Legion in sup- 
port of military housing is to encourage a career service and thus 
reduce turnover of personnel which would have the double-barreled 
effect, we believe, of increasing military efficiency, and reducing the 
huge retraining costs. 

While the statement of the witness who accompanies me today, Mr. 
Chairman, emphasizes the requirements of the Air Force, because of 
its rapid expansion, and perhaps peculiar problems, due to the need 
for such housing adjacent to operating centers, the American Legion 
also wishes to go on record as favoring the application of the legisla- 
tion to the Army and Navy as well. 

We do not pose as experts in housing legislation, in the laws or 
the regulations, so we will confine ourselves primarily to the need, 
as we see it, Mr. Chairman. 
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If you will recognize now Mr. John Evans, the chairman of our 
national aeronautics committee of the American Legion, he will tell 
you more fully about our views in this matter. 

Mr. Evans, Mr. Chairman. 

Mr. Brown. All right. 


STATEMENT OF JOHN EVANS, CHAIRMAN, AERONAUTICS 
COMMITTEE, AMERICAN LEGION 


Mr. Evans. Mr. Chairman and gentlemen of the committee, thank 
you for extending to me the opportunity of presenting the following 
statement. 

Despite the increasing degree of mechanization in modern warfare, 
{ think we have all come to realize that our military personnel make 
up our most important military resource. In approving the recent 
pay raise for military personnel, Congress recognized the importance 
of attracting and retaining capable and experienced people in the 
armed services. 

There is another item, equal in importance to that of pay, that 
affects the welfare of military personnel. It is the question of proper 
and adequate housing. This problem of living conditions and the 
welfare of our service personnel is the responsibility of every Ameri- 
can citizen. If we try to avoid or limit this responsibility we only 
ignore the fact that the peace of the world and the safety of our 
country depends on the quality and dedicated spirit of our soldiers, 

‘lors, and airmen. Above all, our security depends upon the skill of 
these men responsible for the operation and maintenance of atomic- 
age equipment. Any disregard for those human values which our 
military, the same as you and I, as Americans, have come to expect 
and accept can only lead to a continuing and costly turnover of 
personnel. 

I, along with other members of the American Legion, have person- 
ally inspected the facilities at many of our bases and stations. We 
have found the lack of adequate housing to be a disgrace and a prob- 
lem of concern to all of the armed services. It is especially critical 
for the Air Force because it is a new and expanding service. For 
this reason I would like to place particular emphasis on the Air Force’s 
housing needs. 

The expansion of existing Air Force facilities and the construction 
of new bases have created a serious shortage of family quarters for 
our Air Force officers and airmen. It is true that some progress has 
been made by the Air Force in reducing this shortage, but a still 
greater effort is needed in the immediate future. The majority of 
Air Force families are not fortunate enough to get Government- 
furnished quarters. ‘These families must depend on community hous- 
ing. In most instances, such housing is either not available, is too 
expensive, or is too far from existing air bases. In those instance 
where it is available, community housing is either flimsy or so expen- 
sive that quarters allowances fail to cover the cost of rent. 

Today there are about 445,000 men in the Air Force who must have 
housing for their dependents. To meet this need the Air Force can 
count on only 134,000 adequate family units. 
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Thus there are 311,000 men in the Air Force today who do not have 
adequate housing for their families. Is it any wonder that the Air 
Force is faced with a serious reenlistment problem ? 

Of these 311,000, there are about 171,000 married airmen, who 
because of their grades are not entitled to Government quarters and 
who not be affected by the proposed amendment to the National Hous- 
ing Act. These airmen have been granted dependency benefits under 
temporary legislation due to expire June 30 of this year. The vast 
majority of these airmen have a continuing housing problem with the 
resultant effect on their morale. I sincerely hope that some form of 
permanent legislation will be enacted to take care of these individuals. 

This, then, leaves 140,000 in the Air Force who are entitled to 
Government quarters under existing law but who do not have ade- 
quate housing. For the time being, some of these people are just 
out of luck; for example, even if authority and funds were provided, 
we could not build all the homes needed by the Air Force in Japan 
because there isn’t enough land available. 

Since 1947 when the Air Force became an independent service ap- 
propriations for new Air Force housing has been sufficient to provide 
less than 2 percent of that required. The first such appropriation to 
be of any benefit was the fiscal year 1955 funding for approximately 
2,250 units. Even this appropriation was in striking contrast to the 
fiscal year 1955 authorization for over 6,000 permanent family-type 
dwellings. If this is to be the pattern of future authorizations and 
appropriations, it will take over 60 years to satisfy the need of these 
airmen presently entitled to housing. 

Obviously, dependence on appropriated funds will not meet the 
urgent needs of the Air Force. It is equally apparent that economic 
and budgetary considerations prevent us from depending solely upon 
appropriated funds to provide this housing. 

On the other hand, laws making the National Housing Act applica- 
ble to the military family have provided about 25 percent of the Air 
Force’s adequate housing. The terms of this act should be extended 
and expanded in line with the proposed amendment being consid- 
ered by your committee. By so doing, an economical solution to an 
immediate and pressing problem will result. 

Overseas two procedures for obtaining housing are available. Under 
the first, the rental guaranty plan, 410 houses have been obtained by 
the Air Force in its 3 years of operation. 616 more are under con- 
struction. Although the basis exists to obtain most of the housing 
required by the employment of this plan, current restrictions on the 
rental guaranty period have severely restricted the plan’s operation. 
These restrictions must be eliminated. 

The other procedure available for the acquisition of overseas hous- 
ing is covered by recent legislation authorizing the employment of 
certain funds generated by the sale of surplus commodities in friendly 
foreign countries. Unfortunately, this legislation, enacted in July, 
1954, has to date failed to produce any funds in any country where 
our forces have a military housing requirement that come under the 
category available for such housing. 

The American Legion supports and strongly urges the passage of 
H. R. 5327. We believe that the provisions of this proposed amend- 
ment to the National Housing Act will go further than any other 
previous measure in insuring the construction and availability of 
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housing to those individuals entitled to such benefits. The immediate 
need is for about 119,000 units. As additional bases are constructed, 
and as some of the Air Force’s present housing outlives its useful! 
life, the need will exceed 160,000 units. 

The American Legion commends the work of your committee i) 
its interest in this vital legislation. We believe the need for militar) 
housing has simply fallen behind the actual needs generated by the 
expansion of our military forces since the beginning of World War 
Il. The effectiveness of this force is closely related an immeasurable 
its members. Enactment of H. R. 5327 will provide an immeasurable 
stimulus in the maintenance of a high morale. Failure to take reme- 
dial action will only result in a low reenlistment rate, resignation of 
trained officers, and a high incidence in the breakup of service families. 

The issue at stake is not trivial in nature. It is a matter of military 
life at the family level, of those simple and honest things a man must 
have if he is to do a challenging ‘ob, under strain, and still hold his 
family together. I am certain that if the living conditions of these 
men are raised to the American standard, the attractiveness of mili- 
tary service life will be assured. 

Mr. Mutrer (presiding). Sorry we have to rush you, sir. I am 
sorry members have had to go to the floor to answer a quorum call. 
I am sure the membership will be interested in reading your state- 
ment in the record, but we will have to forego the opportunity of 
asking any questions. We must recess at this time to answer the 
quorum call, 


The committee will now stand in recess until 10 o’clock tomorrow 
morning. 


(Whereupon, at 12:22 p. m., the committee adjourned.) 
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THURSDAY, MAY 26, 1955 


Howser or Representatives, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., the Honorable Brent Spence, chair- 
ian, presiding. 

Present : Chairman Spence (presiding), and Messrs. Brown, Multer, 
Barrett, O’Hara, Mrs. Buchanan, Mrs. Sullivan, Fountain, Reuss, 
Vanik, Wolcott, Talle, McDonough, Betts, McVey, Nicholson, and 
Bass, 

The Cuamman. The committee will be in order. 

The clerk will call the first witness. 

Mr. Hauianan. The first witness is Hon. Joseph S. Clark, Jr., 
mayor of Philadelphia. 

The Cuarrman. Mr. Mayor, we are glad to have your views as rep- 
resenting a great city and a large group of American citizens. 


STATEMENT OF HON. JOSEPH S. CLARK, JR., MAYOR OF 
PHILADELPHIA, PA. 


Mr. Cruark. Mr. Chairman and members of the committee, it is a 
very real honor and privilege to appear before you in connection with 
the housing legislation now pending before your committee. 

[ appear here in a triple capacity this morning, wearing, so to speak, 
three hats. I am representing the American Municipal Association, 
of which I am a vice president. I have been asked by Gov. George 
Leader, of Pennsylvania, to submit a statement on his behalf, and, 
finally, I am here representing my own hometown, the city of Phila- 
delphia, which is desperately anxious to obtain more aid from the Fed- 
eral Government in connection with its attack on urban blight. 

[ should like to speak first for the A. M. A., of which I am currently 
vice president. The association officially represents 12,000 municipali- 
ties in the United States. It is the national federation of 44 State 
leagues of municipalities, covering 80-90 percent of the Nation’s urban 
population. 

At its November 1954, meeting, the A. M. A. expressed, in resolu- 
tion form, its basic concern with three broad phases of this urgent 
problem of urban housing. I should like permission to file that reso- 
lution as part of this record. , é' 

Mayor Mead, of Syracuse, will express our views on the pressing 
need of cities for Federal aid in clearing and redeveloping slums. The 
association also called on Congress “to adopt legislation in the coming 
season authorizing the construction of 200,000 low-rent public hous- 
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ing units, the maximum permitted under the 1949 Act” and urged that 
legislative steps be taken by Congress to encourage construction of 
new homes to meet the needs of families in the middle-income brackets, 
$3,000 to $5,000 per year, providing, if necessary, Government aid to 
reduce the financing costs of the home purchaser. 

Clearly decent shelter for low and middle-income families repre- 
sents the key unmet housing need which we face today. We have 
been fortunate, in this country of ours, in that the postwar years have 
brought a steady, and singularly rapid, upswing in the income of our 
people. Figures recently released by the United States Department 
of Commerce (Income Distribution in the United States by Size, 
1950-53, Office of Business Economics, U. S. Department of Com- 
merce, Washington, 1955) reveal the extent of this rise, and the re- 
markable fact that average nonfarm family income is now estimated 
preliminarily to be above the $6,000 level. This is indeed a tribute to 
the country’s capacity for growth. But it must not obscure the hard 
fact implicit in the figures: 15 percent of our nonfarm families still 
earn less than $3,000 each year and another 31 percent earn less than 
$5,000, and generally cannot, therefore, pay the going prices for ade- 
quate sales or rental housing. This means that a potential of 16 million 
American families and 8 million more individuals in search of ade- 
quate shelter are presently without the means of obtaining it. 

Back in 1949 we extended to each of these families as well as their 
more prosperous neighbors, the hope of decent housing, homes com- 
mensurate with the American eanacn of living. We stated it to be 
our national policy that the Government would, within reason, help 
those who wished to buy homes to do so; that it would help, within 


reason, make good new Spotnents available to those who preferred 


to rent; that, for those whose income was too meager even with rea- 
sonable Government help to secure adequate shelter on the private 
market, subsidized housing at low rents within their means would 
be provided. 

That is what the Congress said in 1949, And how has this promise 
been executed? Well, for a brief while, the combined efforts of the 
Government and the construction industry did bring new homes within 
the reach of middle-income families and a number of them attained 
the proud status of homeowner. But these were mainly small dwell- 
ings, soon to become inadequate for the needs of growing families. 
And, by the end of 1950 the new homes being built were already be- 
ginning to be once more of a kind beyond the price range possible 
for this group, a situation which has remained unaltered to this day. 
In the field of rental housing, we did succeed in getting some construc- 
tion, but few were the cities where the new apartments were not in the 
luxury class, also beyond the scope of the families with the greatest 
need. As for low-rent public housing, the record speaks for itself. 
The considered judgment of Congress in 1949 was that we would need 
at least 135,000 such units a year and that it might be necessary to raise 
that figure to 200,000. It has been 6 years since that date. We should 
now have a minimum of 810,000 low-rent dwellings built under the 
1949 act. Only 350,000 have ever been authorized, and, as of the end 
of February, only 164,348 had actually been built. 

That, then, is what we have accomplished in 6 years. I wish I could 
feel that the slums had made as little progress. But houses go on de- 
teriorating, families go on living in crowded, inadequate conditions, 
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juvenile delinquency and crime go on increasing, and American 
youngsters grow up, marry, and start their own families without 
ever learning what a good home is like. 

The long list of municipal difficulties which hinge on bad housing 
has been frequently detailed. Until this underlying problem has been 
solved, the municipalities the country over cannot hope to remedy 
these difficulties and create the healthy communities for which Ameri- 
can standards call and to which each of our citizens is entitled. I can- 
not urge too strongly that serious consideration be given to both these 
American Municipal Association recommendations. Every available 
Federal tool should be used in the effort to bring good housing within 
the range of middle-income families, and, as far behind schedule as 
we are, a full 200,000 low-rent public housing units a year would be 
none too much. 


RESOLUTION ON HovusING 


PROPOSED BY MAYOR JOSEPH §8. CLARK, JR., OF PHILADELPHIA, 31ST AMERICAN 
MUNICIPAL CONGRESS, NOVEMBER 28, 1954 


Whereas the need for decent homes in suitable living environments is far 
from being met for American families ; and, 

Whereas each year more dwellings are being added to the 10 million non-farm 
units found substandard by the 1950 Census: and, 

Whereas the private construction industry is still unable to provide decent 
shelter for low-income groups and a significant portion of our middle-income 
families ; and, 

Whereas, as recognized by President Eisenhower’ Advisory Committee on Gov- 
ernment Housing Policies and Programs, local governments which function under 
limited taxing powers are not in a position to provide the fiscal aid necessary : 
and 

Whereas, the Housing Act of 1954 ignored the Federal Government’s responsi- 
bility for low-rent public housing and increased slum clearance in line with 
the 1949 Act; and 

Whereas only 250,000 of the 810,000, only 48 percent, low-rent public housing 
units have been authorized in the 6 years stipulated in the act of 1949, now 
therefore be it 

Resolwed, That Congress be petitioned by the American Municipal Association 
to adopt legislation in the coming season authorizing the construction of 200,000 
low-rent public housing units, the maximum permitted under the 1949 Act; and 
be it further 

Resolwed, That increased Federal financial aid be given to municipalities for 
slum clearance and redevelopment, particularly in those areas where the maxi- 
mum has already been allotted under the original 500 million dollar appropria- 
tion in the 1949 Act ; and be it further 

Resolwed, That legislative steps be taken by Congress to encourage construc- 
tion of new homes to meet the needs of families in the middle-income brackets, 
$3,000 to $5,000 per year, providing, if necessary, Government aid to reduce the 
financing costs of the home purchaser : and be it further 

Resolved, That the American Municipal Association call upon State govern- 
ments to supplement Federal aid in the above fields. 


STATEMENT BY GOVERNOR GEORGE M. LEADER OF PENN- 
SYLVANIA PRESENTED BY MAYOR JOSEPH S. CLARK, JR., OF 
PHILADELPHIA 


The twofold problem of urban blight and lack of decent low-cost 
housing is of concern to the State as well as the city in these days of 
multiplying governmental responsibility. And particularly is this 
true of the Nation’s great industrial States, of which the Common- 
wealth of Pennsylvania is one. Yet we at the State level find our- 
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selves in no better a position to deal with the problem than do our 
cities, and must urge that the one branch of government which does 
have the wherewithal, the Federal Government, utilize its resources 
to the fullest extent possible to solve a problem so all-pervading in 
its effects. rye bes : 

It is difficult to stand by and watch the individual cities struggling 
to try and free themselves from the octupus-like grip of blight. The 
many areas of municipal activity into which its influence reaches, as 
a cause and as a handicap to activity, have been documented many 
times. So also have the stories of the varied city efforts to eradicate 
it, each municipality groping for a formula which will somehow prove 
effective in its own particular circumstances. By now the country has 
accumulated from these many experiments a body of experience which 
makes one thing clear: If we are going to save the cities it is going 
to take a great deal of money. Look at any individual project in any 
individual city. Count the cost, the accomplishment, the distance yet 
to go. And multiply the results by cities scattered through the country 
which are feeling the increasing squeeze of blight. We cannot just 
abandon these essential centers, great and small. The money must be 
made available to renew them. 

In Pennsylvania, the State has not stood by and let its cities carry 
on the struggle without aid. In 1949 the State appropriated 15 mil- 
lion dollars to assist in redeveloping slum areas and. assist housing 
construction throughout the State. That was the best that we could 
then provide, and obviously it has not gone very far. As our Phila- 
delphians can tell you, the elimination of just a tiny fraction of the 
slums in their one city has cost a total nearly half that sum. Now 
we are hoping to make added funds available, but, with all the mani- 
fold State responsibilities the largest sum that we could reasonably 
ask our legislature to appropriate is $5 million. 

I feel that I can say definitely that both the city and the State gov- 
ernments of Pennsylvania are doing everything within their means to 
solve the blight problem. The means must therefore come from the 
Federal Government if truly effective action is to be taken. Congress 
has recognized the need, has appropriated the funds to start the proc- 
ess. The $500 million authorized in 1949 is now coming to an end. | 
cannot urge too strongly that the funds provided for in H. R. 5827 
be approved so that the hopeful process now begun can be continued. 

Turning to the other facet of this problem—the provision of new 
homes—I can report that the State has made funds available also for 
the building and subsidization of rental housing. We in Pennsylvania 
are particularly aware of the importance of adequate housing. For 
we have in the Commonwealth 33 housing authorities with 31,855 
units constructed or under contract. 

In addition, we know our industries can’t be well manned if our 
workers are not well housed. America’s own wartime experience, the 
difficulties of European countries in rebuilding industries in centers 
were the houses too had been destroyed, recent studies on an interna- 
tional scale, all show this to be true. At the present time, Pennsyl- 
vania—unfortunately one of the States afflicted with a serious unem- 
ployment problem—is campaigning to attract new industry. We have 
every confidence that this campaign will contribute greatly to a solu- 
tion of our employment problems, and may well, in fact, require an 
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increase in our labor force in certain fields. Whether labor comes 
in from outside or shifts within our borders, however, there will be 
a need for housing in some centers where new plants go up, housing 
available to families of all income levels. 

This, of course, can only augment the pressing need for decent homes 
of those whose incomes will not let them take advant: ige of the cur- 
rent vast construction of new but higher priced homes. How to bring 
good housing within the reach of this large group of families as a 
whole is a question not yet satisfactorily answered. But we do have 
one successful method of aiding one part of this group, those with the 
lowest incomes and the most pressing needs. That method is, of 
course, provision of public housing, which has already proved its 
worth and on which the only question remaining is whether we can 
supply enough of it, fast enough, to meet the immediate need. The 
latter surely is no less now than it was 6 years ago when Congress 
judged it to be at least 135,000 and possibly 200,000 units a year. We 
all know that, in that 6 years, we have not succeeded in outpacing the 
deterioration of existing dwellings. In Pennsylvania we know only 
too well also that, while the Nation as a whole continues to prosper, 
large segments of our people now go unemployed and in need. ‘The 
annual building of 35,000 units of public housing, as proposed in 
HL. R. 5827, would no more than dent the need. Let us return to real- 
ism on this score. Authorization of a full 200,000 units yearly is a 
basic necessity. 

Finally, broad though these programs are in their own right, their 
implications for the general economic well-being of the Nation are 
worth considering, too. Many are now debating whether the present 
building boom is ‘he: ilthy, but no one would debate the need for keep- 
ing the ‘construction industry operating at full capacity if the economy 
is to operate similarly. Both of the programs we have been cons der- 
ing would contribute to this end, and both are founded on a demand 
which is so great as to be steady and predictable, not subject to the ques- 
tions raised concerning the demand sustaining building operations at 
the present time. 

For all these reasons I heartily support the approval of the 500 
million authorization proposed for urban renewal aid but recommend 
the stepping up of public-housing construction to the rate of 200,000 
units a year. 

( Erid of Governor Leader’s statement. ) 


Mr. Crark. Let me now switch hats and speak to you as the chief 
executive of the country’s third largest city. I have been the Mayor 
of Philadelphia since January 1952, “and I therefore speak to you with 
a conviction bred of intimate, day to-day efforts to come to grips with 
the many municipal problems affected by our lack of adequate urban 
shelter. Despite strenuous efforts to check the weeds of blight and 
deterioration from choking urban development, we still make little 
headway because of limited resources. The time to act is now, and 
it is necessary to act boldly. An additional $500 million for slum c!: 
ance and rehabilitation, a Government-stimulated middle-income h’ s- 
ing program, and 200,000 public housing units annually are certain’ y 
called for just to keep our heads above water. 
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Let me start out on the positive side. It was with a sense of great 
relief that we in Philadelphia learned that the housing amendments of 
1955 contained provision for an additional $500 million with which to 
continue the basic slum clearance and urban renewal program. There 
can be no doubt that this program, in concept if not as yet in execu- 
tion, is one of the outstanding contributions which our era has made 
to the science of modern living. It is still a relatively new program, 
and we are still experimenting, probing, searching for the most effec- 
tive way to use it. But one thing we have learned all too well, and 
that is that any activity of this type is tremendously costly. 

Let me use my own city as an example. There are over 100,000 
dwelling units in those city sections which are so badly blighted as to 
have been certified for redevelopment. We have worked assiduously 
on this problem ever since World War II and have now succeeded 
in tearing down just two percent of our slums, and we have spent 
nearly $7 million in the process of doing so and redeveloping the 
land. The figures for the redevelopment areas do not, of course, take 
into account substandard units scattered in lesser concentrations else- 
where in the city. These, too, must eventually be torn down or re- 
habilitated. Nobody knows exactly how many such houses there are 
today, for the census count was taken 5 years ago and on one has 
counted the number added since. The one sure thing is that there are 
more, since we have not yet learned to check the creeping spread of 
blight. 

While larger than most, and therefore faced with a proportionately 
larger problem, Philadelphia is only one of many cities needing Fed- 
eral funds for this purpose. The Census Bureau rang up a total of 
more than 11 million substandard nonfarm dwellings, including over 
6 million urban units, in the country as a whole in 1950. As has been 
widely recognized, the cities just do not have the funds to deal with 
this problem. Frankly, at present tax levels, Philadelphia is close to 
being broke. Today the Federal Government takes 74.6 cents out of 
each tax dollar, and the State takes another 11.8. Our cities can- 
not meet their pressing needs out of the remaining 13.6 cents. We 
in Philadelphia have called on the State for help with this problem 
but the State is worse off financially than the city and can offer only 
slight additional redevelopment aid. Meanwhile the cities have a long 
list of necessary functions on which to spend their fractional tax share, 
and the cities with the largest slums are, by that condition, the very 
ones most handicapped by declining real-estate taxes, their largest 
single source of revenue. 

Hence, the cities must turn to the Federal Government for help. 
The initial $500 million authorization for this type of activity had 
almost all been committed by December 1 of last year, it being antici- 
pated that the remainder will be earmarked by the end of this fiscal 
year. 

Furthermore, that authorization was originally intended for the 
redevelopment type of operation alone. That operation is still very 
far from being accomplished, of course. Yet, under the Housing Act 
of 1954, title I grants are to cover a variety of additional activities, 
ranging down even to encouraging homeowners to conserve still 
healthy dwellings. I don’t mean to suggest that the increased empha- 
sis on urban renewal in its most comprehensive form was not a wel- 
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come step forward. On the contrary, Philadelphia has been trying to 
attack some of the broader phases of the problem for several years now 
and has recently stepped up its efforts to develop a truly integrated 
and practical operation, in which each of the diverse city activities 
would complement the others. We can therefore state from experi- 
ence that branching out beyond the redevelopment areas, to prevent 
as well as cure the slum problem of an entire city, will require broad- 
ened financial support. 

Finally, I have said already that this whole program was still 
an experimental one. Because of that, and the fact that many cities 
have been slow to start this type of activity, the actual expenditure 
of the original authorization has been misleadingly slow. Now that 
we have acquired some experience in this field, however, and as the 
number of municipalities participating in the program increase, this 
will no longer be true. It would not surprise me in the least to find 
a second $500 million authorization exhausted in half the time the 
first one was, and the need for added funds to really do the job once 
more demonstrated. 

For all of these reasons, I strongly urge the importance of author- 
izing the full $500 million proposed. But I would also recommend 
that the full amount be authorized at once, rather than leaving a part 
of it to the discretion of the President. Presumably, the purpose of 
this optional provision is to provide for flexibility, so that, for ex- 
ample, added funds might be made available should the $200 million 
authorized for fiscal 1956 be exhausted before the second $200 million 
becomes available. Surely this could better be handled by simply 
raising the 1956 authorization to $300 million. The need is clear-cut. 
The availability of funds should be equally so. 

There is another facet, however, in which greater flexibility might 
profitably be introduced. This is in the allocation of funds between 
States, the general rule now being to limit an individual State to 10 
percent of the total authorization. Some exception is currently pro- 
vided for those States which have demonstrated both their need and 
their readiness to act by already utilizing their share of the authori- 
zation, such States being permitted additional grants up to a com- 
bined total of $35 million. In anticipation of the full commitment of 
this reserve, the 1955 amendments would authorize the use of another 
$35 million in this manner. But this bears little relationship to the 
actual variation between States in the magnitude of the problem. In 
our case, for example, Pennsylvania’s $50 million share has been com- 
pletely committed, Philadelphia has been allocated $10 million of 
the special $35 million, and we still have a large backlog of projects 
to be developed. It is my belief that, just as the Eastern States defer 
to those of the West in federally sponsored waterpower and soil con- 
servation measures, so the largely rural and mountain States might 
well be asked to permit urban redevelopment money to be used where 
it can do the most god. The simplest procedure for doing so would 
be to let the whole question of State allocation be determined adminis- 
trate and I would certainly like to see a change in the law to this 
end, 

Another way in which greater flexibility would be a great advan- 
tage would be authorization for commitments to be made to cities on 
a long-term rather than a project-by-project basis. Our workable 
program, for example, sets forth plans designed to rid the city of its 
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major slum problems during a 27-year period. We know where we 
would like to go, in other words, but it is difficult to progress rapidly 
and smoothly if we cannot be sure funds will be available for more 
than the project we happen to be working on at the moment. If we 
could, for example, get a preliminary commitment from the Federal 
Government that we could count’on $6 million over the next 6 years, 
we could go ahead with specific plans without the danger that we 
will raise people’s hopes only to disappoint them at a later date. Such 
an arrangement would have no effect on the standards we are required 
to meet. It is merely a question of making possible an advance com- 
mitment for the funds we would expect to be allocated eventually in 
“any case. 

One final point, if I may, before we leave the subject of urban 
renewal. The development of this whole program has been seriously 
slowed, not only by the fact that it is a relatively new and untried 
operation, but also by the way in which it has been administered. 
Difficulties encountered have stemmed partly from specific admin- 
istrative regulations, partly from the failure to provide a staff large 
enough for the job and to carry on a truly decentralized operation. 
This has led to such anomolies as the Philadelphia Redevelopment 
Authority’s being unable even now, 10 months after the 1954 act was 
passed, to get any specification of what standard FHA will require 
for insurance on houses being rehabilitated. As a matter of fact, 
a glance at the list of States which have actually received capital 
grants during the 6 years of the program’s operation is revealing, to 
say the least: Only 6 of the 52 jurisdictions had actually received such 
grants as of March 31, 1955. (Urban Renewal Project Directory, 
Urban Renewal Administration, Housing and Home Finance Agency, 
Washington, 1955.) If the program is to have its full effect, it is 
certainly essential to provide sufficient appropriations for a staff ade- 
quate to administer it. 

Our gradually accumulating experience has made abundantly clear 
one other fact: The extent of any city’s redevelopment and renewal 
activities is strictly limited not only by the question of financing but 
by the volume of housing available to the families displaced thereby. 
You cannot tear out a slum, create an open space, even enforce a 
housing code, unless there is some place for the families who must 
move out to go. This raises direetly a question which is. in fact, much 
broader and more immediate in its implications than the limitation 
it puts on any individual slum-clearance operation. I refer to the 
truly serious lack of decent housing for low- and middle-income fami- 
lies which, to my way of thinking, is one of the major challenges to 
the Nation today. 

Let us examine the scope of the problem in a bit more detail. As 
of 1953, it was estimated that some 46 percent of our nonfarm families 
had annual incomes of under $5.000. (Income Distribution in the 
United States by Size, 1950-53, Office of Business Economics, U. S. 
Department of Commerce, Washington, 1955.) This figure excludes 
unattached individuals, a group which is relatively small in number 
but of which over 90 percent have incomes below that level. In our 
concern for the larger group, which also represents the so-called 
standard American family, we sometimes tend to forget, I think, 
that the individual who is “on his own” also needs good housing and 
must be considered in any efforts to make it available to all. He is 
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not always the prosperous bachelor of film fame, free of responsibility 
and leading the life of Riley. The unattached individual is just as 
likely to be an elderly person, tucked away in a tiny room in a worn- 
down tenement, or a middle-aged working woman who must count 
her pennies and share her room with someone similar to make ends 
meet at all. Granted that the group as a whole includes many young 
persons not yet active in economp life and that the needs and responsi- 
bilities which the individual’s income must cover are not the same 
as those of a family; he or she also is frequently subject to a higher 
tax rate and has neither the opportunity for the economies of family 
living today nor the prospect of reduced responsibilities tomorrow. 
Anyone who has tried to relocate slum dwellers knows this group 
may be small in number but may well present thorny problems. If 
they are taken into consideration in the overall figures, the 16 mil- 
lion low- and middle-income family units is increased by over 8 
million. 

At this point, too, I cannot help wondering if we are being realistic 
in the standards we have set to measure the problem. We have been 
labeling as middle an annual income of between $3,000 to $5,000 for 
a long time. Statistically, of course, the family at the midpoint 
on the income scale is now in the $5,000 bracket. But the main point 
has to do with the statistics on the other side of the coin, the price 
side. Prices have not held as constant as our concept, and an increased 
income is needed just to maintain the same level of living of a few 
years back. Should we not then include, in any assessment of the 
scope of the problem, families and individuals with incomes of be- 
tween $5,000 and $6,000, who number another 6 million in combina- 
tion. 

Good housing for this large group is the key to the future of our 
cities, a determinant of whether we lick the slum problem, either 
temporarily or permanently. Obviously a major portion of today’s 
slum dwellers are in the lower income bracket. But what is some- 
times forgotten is that many middle-income families are also living 
in the blighted sections of our cities. A little over half the families 
displaced or to be displaced by title I operations throughout the 
Nation as of March 31, 1953, had incomes above the top level for 
public housing, for example. We tend also to forget sometimes that 
slum dwelling is only a part of the overall problem. Normal obso- 
lescence, formation of new families, changing neighborhoods, and 
movements of population brought about by economic forces, all these 
create needs outside the blighted areas that we must meet at once if 
we are to forestall the growth of future slums. They affect partic- 
ularly the middle-income group. 

No examination of today’s housing needs can be complete without 
consideration of the special problems of minority groups, which cut 
across all income levels. We are not happy to detail the situation that 
exists in Philadelphia, but it serves to illustrate what holds true in 
many, many other places. Of our more than 2 million citizens, over 
100,000 are Negroes, and almost half of them live in areas scheduled 
for redevelopment as compared with less than one-eighth of the white 
families. Even for those nonwhite families who could afford to buy 
or rent. better homes, the possibility of doing so is very small. Private 
housing, finance, and real estate practices, as well as continued preju- 
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dices severely limit areas where Negro families may live. Sharply 
illustrative of the problem is the fact that, from 1946 to 1953, a total 
of 140,000 private dwelling units were newly built in the Philadelphia 
metropolitan area, but only a little over 1,000 of them were available 
for Negro occupancy. 

What are the alternatives presently facing all these Americans in 
their search for better housing? Consider, first, the middle-income 
group since that at once will set the limits on the possibilities open to 
those less well off. 

The building industry is putting up new homes at a great rate, but 
I am sure that Philadelphia is not the only city where a home which 
sells for $10,000 or more is beyond the means of this group, even when 
100 percent financing is available. No new three-bedroom home has 
been priced at less than $10,000 in Philadelphia since the Korean war. 
So new houses are out of the price range of the bulk of our middle- 
income group. 

I cannot help but note the irony of the debate presently raging as to 
whether we are overbuilding, in view of the tremendous unmet need 
for lower-priced homes. But at least such a debate does seem to point 
up the importance of cutting costs to meet the huge unsatisfied poten- 
tial demand if we are to sustain indefinitely a high level of construc- 
tion activity, one of the major underpinnings of the whole economy. 

Well, then, let them buy an older house, some say. As high-income 
families move into higher-priced new homes, the discards surely will 
not be beyond the range of those of lesser means. The fact is, this has 
not so far proved to be the case. While prices for used homes have 
levelled off somewhat recently, they averaged $8,400 in Philadelphia 
in 1953 and were available on only the toughest mortgage terms to 
middle-income families, which usually find themselves unable to raise 
the required cash down payment. Second- or third-hand housing is 
not solving the middle-income shelter problem. 

What about rental dwellings? Such rental units as are available 
start at $80 a month for a two-bedroom apartment in Philadelphia, 
more than this middle-income group can afford, and such small apart- 
ments are not adequate to meet most family needs even if they were 
vacant and priced more reasonably. 

There is the remaining alternative of not expecting these people 
to find a better dwelling but of improving those they now occupy. 
Whether this is feasible depends on various factors. So far, many 
cities do not have an adequate basic housing code with which to insist 
that such improvements be made, and those which do have generally 
found themselves without the enforcement staff necessary to cover 
more than minor segments of the city in the foreseeable future. 
Achievement of voluntary improvements also require considerable 
city staff and budget, for we have so long accepted the status quo 1n 
housing that a major drive is necessary to convince landlords, and 
often resident owners, too, that it is vitally important to correct de- 
ficiencies. 

In addition, what about the financing of such improvements? Costs 
of bringing substandard dwellings up to par range widely, from sev- 
eral hundred to several thousand dollars, depending on the dwelling’s 
present condition, what you mean by “par,” and who does the work. 
Congress sought, in the 1954 Housing Act, to help make the necessary 
financing available, but without results to date. Section 220 has now 
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been in operation a good many months, yet neither Philadelphia nor 
any other city has seen any rehabilitation activity under it whatever. 
This is not for want of earnest effort. Private financing is just not 
investing in older neighborhoods and older buildings no matter how 
favorable the mortgage terms. Finally, even if the money could 
somehow be made available, will the improved house still be within 
the means of its occupant? In Philadelphia, the nationally famous 
project sponsored by the Society of Friends succeeded in rehabilitating 
some of our older dwellings, but, even after a land subsidy from the 
Redevelopment Authority and countless hours of work put in by occu- 
pants, the unit cost required to bring the houses to the point where 
they could qualify for a mortgage and mortgage insurance was in the 
neighborhood of $9,000. FHA-insured improvement loans are, of 
course, available for limited amounts, but again the question of costs 
is a deterrent, for short-term loans mean high monthly payments and 
may make precarious the financial situation of the homeowner who 
already has substantial mortgage payments to make. And for the 
family who rents, it is far too often the case that improvement costs 
lead to rent increases which make the net result of the operation just 
another displaced family looking for decent shelter. 

If middle-income families have so dim a prospect of getting ade- 
quate shelter, what is the outlook for their lower-income brethren ? 
Their situation is far worse. None of the efforts made to solve this 
problem through private construction activity, efforts made by the 
industry itself and through Government financing aid, have yet pro- 
vided a solution. Like section 220, the section 221 program of the 
1954 act, designed primarily for this purpose, is useless for areas like 
Philadelphia because the maximum insurable mortgage amount is 
$8,600, on a house valued at roughly $9,600. Even if the terms for 
221 insurance were made as favorable as originally proposed by the 
President’s advisory committee, there is considerable doubt as to 
whether it could be made to serve the purpose intended. The only 
successful means as yet devised is low-rent public housing, and the 
number of units so far authorized is wholly inadequate to meet the 
need. 

As for helping nonwhite families to better homes, the voluntary 
home mortgage credit program established under the 1954 act has 
been in operation too short a time to permit judgment as to whether 
it can help. It attempts to get at only one phase of the difficulty, 
however, and seems rather a puny weapon for attacking any problem 
so complex as this one. 

What can be done about this broad problem which grows daily 
greater as we ponder various approaches? Clearly there is no single 
solution. But it is equally clear that the Nation’s housing program 
as presently formulated, either in existing legislation or as it would 
be amended by the bills now pending, does not provide even a partial 
approach. What is needed are imaginative new programs. 

The basic difficulties obviously turn on both prices and financing. 
We started to experiment in cost-reduction methods in 1949, when the 
economy house was the watchword, special provisions were made for 
project developments, and so on. The response to even these limited 
efforts, with all their drawbacks, revealed the tremendous potential, 
but, once the housing boom was underway we forgot the initial objec- 
tive. It is time we tried again. 
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We have continually liberalized the FHA insurance program, and 
{ heartily support the additional insurance authorization provided in 
the proposed amendments, yet even the program as revised by the 
1954 act has so far proved inadequate. We need to do some hard 
thinking on what other devices might be possible to facilitate lending 
on terms those in serious need can afford. Is there not some way to 
reduce the interest cost to the borrower without making the mortgage 
unmarketable? Is the secondary market supporting lending opera- 
tions for these groups as effectively as it might? We in Philadelphia 
are exploring the possibilities of direct State loans to middle-income 
groups displaced by governmental activities, and, personally, I fee! 
it is time that we faced the fact that direct Government loans may be 
necessary to secure good housing for the middle-income bracket in 
general. The point I wish to emphasize is this: We have the physical 
resources to meet the need. We are a nation skilled at thinking up 
new ways to solve difficult problems. We must put our best minds to 
work on this fundamental issue. 

In the meantime, I can only emphasize once more the importance of 
making every effort to effect new programs which have not as yet 
produced results. Much of this depends on administrative action, of 
course. For the 220 program to succeed in making mortgage money 
available for urban-renewal areas, for example, it will be necessary 
that the FHA not insist on the high standards previously set for 
insurance in better city sections. Under such circumstances the pro 
gram might yet be made operable. From my own experience, I know 
that there are a number of older sections in south Philadelphia where 
middle-income families could be housed if they could get FHA in- 
surance, presently unavailable for houses there. Certainly any lan- 
guage which could be added to the law to this end would strengthen 
the chances of success for the program. I would also recommend that 
the FHA insurance program for home-improvement loans not only be 
extended, as provided in H. R. 5827, but that it be revised along the 
lines proposed in 1954, that is, to permit loans in greater amounts and 
for longer durations. 

Similarly, more special attention should be given, in both new and 
old programs, to pressing forward policies which will help open up 
better housing to the nonwhite group. Aggressive promotion ofJend- 
ing to minority groups under the voluntary-credit program would be 
all to the good. But the Federal Government in addition could well 
use its influence through the FHA and the VA to see that a greater 
amount of mortgage money is made available to them, and that stand- 
ards preclude segregation of nonwhites and thereby lead to sound and 
healthy neighborhoods. 

And, finally, I cannot urge too strongly that the public-housing 
program be returned to its original stature and expanded to the point 
where it will be truly meaningful. We certainly welcome the exten- 
sion of the present authorization for 35,000 units and the added 
authorization for another 70,000 units in the future. But what is 
this rate of 35,000 a year based on? Certainly it is not related to 
need, for Philadelphia alone needs 70,000 units just to house the low- 
income families who were living in slum sections in 1950. If the 
135,000 unit annual rate set by the 1949 act had ever been realized, 
we might have reduced this need substantially by now. But as it 1s 
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we have been able to get since then allocations which will eventually 
add only some 6,000 units to the roughly 7,000 previously constructed. 
I firmly believe that we should once again base the program on need, 
as Congress did in 1949, and provide for the full 200,000-unit rate then 
authorized. It is essential if we are to help the low-income group at 
all and, if indeed we are to avoid actually worsening their situation 
in our efforts to eliminate substandard housing. 

“ven the largest authorization means little if it cannot be translated 
into actual structures. Restrictions placed on the program by the 
1954 act were so confining that less than two-thirds the units author- 
ized are likely to be under contract at the end of this fiscal year. The 
proposed amendments are designed to do away with the restrictions 
which have caused the difficulties. But do they actually do that? 

First, a workable program would now be required to qualify for 
public housing aid only for communities which were not already 
carrying out title I slum clearance and redevelopment projects at the 
time the 1954 act took effect. In effect, this says that communities 
which were slow to start on their slum problems shall be further 
slowed. Philadelphia does not fall in this category. We were the 
first to complete a title I project and our workable program has 
already been approved. But I find it difficult to see why any com- 
munity which is now ready to go ahead with this measure for pre- 
venting and eliminating slums should be penalized for a slow start. 

Second, the local governing bodies would now have only to approve 
the additional units rather than certify the specific need for them. 
This certainly seems a legitimate requirement, provided it is admin- 
istered in such a way that a single approval could be for a number 
of units to be constructed in various projects over a considerable length 
of time. In 1951, the city of Philadelphia reached an agreement 
with the Philadelphia Housing Authority for the construction of 
10,000 units over an indefinite period. This agreement is still in 
effect, and it is not, and should not be, necessary to have council action 
every fiscal year. 

Finally, the units available to a given community are to be limited 
to the number of eligible families to be displaced by governmental 
action. This is, I believe, a serious restriction, both administratively 
and substantively. 

Administratively, it is virtually impossible to determine far in 
advance the exact amount of such displacement. The time element 
precludes this possibility: I have already cited figures on how few 
redevelopment grants have actually been completed and settled during 
the last 6 years, and our experience has been that it also takes at least 
2 years to develop a public-housing project to the point where con- 
struction can begin. Even if the time involved were less, who can 
predict what families who are forced to move will do? 

Much more fundamental is the basic concept on which such a limita- 
tion is predicted. The families who are actually displaced are not the 
only families who need special low-rent housing. In Philadelphia 
today there is a waiting list of 10,000 families who are eligible for 
and anxious to enter public housing, and who have not been displaced 
by any action on our part. Perhaps houses where these families now 
live would eventually be affected by governmental activity. We 
could certainly hope so. But at our present rate, it is more likely to 





162 HOUSING AMENDMENTS OF 1955 


be their children than these needy families themselves who would 
eventually receive help. 

And this points up what is perhaps the basic issue here.. As pres- 
ently constituted, the public-housing program seems to be just some- 
thing to be used to make other programs possible. This is indeed a 
short-sighted approach. Public housing is a_ slum-elimination 
weapon in its own right and should be used as such. 

I have already referred to the pressing need of many single people 
as well as families for good housing. I certainly favor their admis- 
sion to public housing, a principle recognized in the O’Hara and 
Barrett bills, H. R. 3919 and H. R. 3925, insofar as elderly people are 
concerned, and in other bills along this line. If public housing is to 
perform its function, if it is to help people without sufficient means 
to obtain decent housing, then it should be open to all who need it. 

We in Philadelphia have put into use the various tools of redevelop- 
ment, renewal, public housing, and other Federal aids in an intensive 
effort to rid our city of slums. We are proud of the workable pro- 
gram in Philadelphia, which represents a maximum mobilization of 
public and private agencies together with a hard-hitting program. 
Yet in spite of this I believe that the recommendations made will help 
us and other cities do a better job: 

(1) An immediate appropriation of $500 million for urban re- 
development, title I of the Housing Act of 1949, as amended. 

(2) Discretion for the Housing and Home Finance Administrator 
to allot redevelopment funds to States where urban renewal activities 
consume funds in excess of the 10 percent limitation. 

(3) Government stimulation of construction of houses for middle- 
income families. 

(4) Continued FHA insurance of home improvement loans but 
for loans of larger amounts and longer duration. 

(5) Authorization of 200,000 public-housing units annually. 

(6) Elimination of eligibility requirements which prohibit single 
individuals from public-housing projects, especially the aged. 

(7) Removal of restrictions on public housing, particularly those 
limiting units only to households displaced by governmental activities 
rather than permitting a program designed to meet the existing need. 

(8) Greater initiative on the part of the Federal Housing Admin- 
istration and the Veterans’ Administration to increase housing oppor- 
tunities for minority groups. 

Congress again has the opportunity to further the objective of a 
decent home for all Americans. 

Now, to emphasize some of these points, on behalf of the American 
Municipal Association; the American Municipal Association officially 
represents 12,000 municipalities in the United States, as I have already 
said. It is the national federation of 44 leagues of municipalities cov- 
ering 80 to 90 percent of the Nation’s population. 

At the annual convention of the association, which I am proud to 
say was held in Philadelphia last December, a resolution was adopted 
by the association on the problem of housing, which I should like to 
summarize for your committee, the full resolution having been made 
a part of my statement. 

The resolution points out that each year more dwellings are being 
added to the 10 million substandard nonfarm units revealed by the 
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1950 census. It recites that the private construction industry is still 
unable to provide decent shelter for low-income groups, and middle- 
income groups at prices which they can afford. ; 

It recites that, as recognized by the President’s Advisory Commit- 
tee, local governments having limited taxing power are not In a posi- 
tion to provide the financing necessary to make up this enormous lag 
in adequate housing for low- and middle-income groups. 

It therefore resolves that the Congress be petitioned by the Ameri- 
can Municipal Association to adopt legislation at this session which 
would authorize the cosntruction of 200,000 low-rent public housing 
units, the maximum number permitted under the 1949 Housing Act, 
the Taft-Ellender-Wagner bill. 

It further resolves that increased financial aid be given for slum 
clearance and redevelopment, particularly in those areas where the 
maximum has already been allotted under the original $500 million 
appropriation called for by the 1949 act. 

Finally, it resolves that legislative steps should be taken by the 
Congress to encourage construction of new homes to meet the needs 
of families in middle-income brackets; that is to say, those having 
annual incomes of between $3,000 and $5,000 a year, providing, if 
necessary, Government aid to reduce the financing costs of the home 
purchaser. 

With respect to the urban redevelopment and slum clearance portion 
of the legislation now before your committee, my colleague in the 
American Municipal Association, Mayor Mead, of Syracuse, will 
appear before you a little later in the morning. 

Now, to reemphasize a few points made by Governor George M. 
Leader, of Pennsylvania: 

Governor Leader recites that the twofold problem of urban blight, 
and lack of decent, low-cost housing, is of great concern to the Com- 
monwealth of Pennsylvania, which urges the Federal Government to 
utilize its resources to the fullest extent possible to solve a problem so 
all-pervading in its effect. 

It recites that the Commonwealth of Pennsylvania finds itself in no 
better position to deal with the problem than do our cities, because 
of the relatively inadequate financial resources which are available. 

As the members of your committee, I am sure, know, almost 75 
cents of every tax dollar paid by the taxpayers of Pennsylvania goes 
to the Federal Government, slightly less than 12 cents goes to the 
State government, and slightly less than 14 cents goes to the city 
government. 

In view of the manifold other responsibilities which are confront- 
ing our State and local governments, we find ourselves incapable of 
tye the financing necessary to solve this problem of urban 

ight, which is still getting ahead of us faster than we are able to 
deal with it. 

The Governor recites that the cost of taking care of this blight prob- 
lem is too much for the State, despite the fact that in Pennsylvania 
the Commonwealth has not stood by and let its cities carry on the 
struggle without aid. 

In 1949 Pennsylvania appropriated $15 million to assist in re- 
(developing slum areas and to assist housing construction. Since that 
time substantial units have been built, and some slums have been 
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cleared. That money is now all gone, and as you know, many of you 
gentlemen, and particularly Congresswoman Buchanan, know, the 
State is confronted with a fiscal crisis. 

Despite that crisis, the Governor intends to submit to the legislature 
a bill to provide substantial further aid for urban redev elopment. 

The Governor recites that, in his judgment, Pennsylvania is doing 
everything within its means to solve this blight problem. He calls to 
the attention of your committee that the provision of new homes is of 
vreat importance in Pennsylvania, and that the State is making funds 
available also for building and subsidizing rental housing. 

We have a problem in Pennsylvania of the flight of some industry 
from the Commonwealth, and the Governor points out that in order 
to get industry back into the Commonwealth and in order to prevent 
the further removal of industry from our borders, it is essential that 
our workers should be well housed. America’s own wartime ex- 
perience shows this to be true. 

Pennsylvania has a serious unemployment problem and is campaign- 
ing to attract new industry. This of course will only augment the 
pressing need for decent homes of those whose incomes will not let 
them take advantage of the current vast construction of new but 
higher-priced homes. 

For all those reasons, the Governor, in concluding his statement, 
partly supports the approval of the $500 million authorization pro- 
posed for urban renewal and recommends the stepping up of public 
housing construction to the rate of 200,000 units a year. 

Now, turning for a moment to the problem of Philadelphia, with 
respect to the request of the President for $500 million additional 
authorization for urban renewal and slum clearance, I would like to 
point out that in Philadelphia today we have 100,000 housing units, in 
blighted areas, according to the 1950 census, and that 100,000 does not 
include additional substandard units in areas of Philadelphia which 
have not yet been certified for redevelopment. 

During the 6 years since the 1949 act went into effect, we have 
spent about $7 million in Philadelphia for slum clearance. In that 
time we have only been able to clear 2 percent of our slums. 

As I pointed out a minute ago, our city is in stringent financial 
condition and is only getting 13.6 cents of the tax dollar paid by the 
residents of Philadelphia. “We therefore are in the market for as 
much additional urban redevelopment and slum clearance money as 
the Congress will be willing to provide. 

We have filed with the housing authorities our plan. a workable 
plan, for slum clearance. It calls for an expenditure of $9 million a 
year for a period of 27 years. That would be $6 million from the 
Federal Government and $3 million from the city. 

I am chagrined that we are unable to provide a workable plan 
which would get rid of our slums in less than 27 years, and yet, Mr. 
Chairman, we must be realistic about this, and in view of the limited 
tux resources of our community, and the potential Federal aid, I see 
10 possibility of doing the job any sooner. But if we do not get this 
additional $500 million which is now before your committee for con- 
sideration, we will not even be able to do the job that quickly. 

I would hope, Mr. Chairman, that there would also be, in the legis- 
lation which comes from your committee, substantial additional flexi- 
bility as opposed to the provisions of the Housing Act of 1954. 
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I would strongly urge that the entire $500 million be authorized at 
once, instead of breaking it up into $200 million, $200 million and 
an additional $100 million at the discretion of the President. We 
have got enough red tape in our housing legislation now without 
putting any more into it, and I would feel that the way to get these 
slums cleared is to permit the cities to know just where they are going 
to go over the next few years, so that we can make our advance plan- 
ning with some assurance of what we are going to get. 

I hope very much that the committee will see fit to eliminate the 
restriction that no more than 10 percent of the amount appropriated 
will be available to any one State. 

We have gotten out of the Federal Government so far, since the 1949 
act was passed, $30 million. Pennsylvania, under the 10-percent 
clause, was only entitled to $50 million out of the $500 million appro- 
priated. Philadelphia’s share of that was only $20 million because 
we represent roughly two-fifths of the State’s population. To be a 
little colloquial about it, we hornswoggled another $30 million out of 
that $500 million fund, but the redtape and the administrative dif- 
ficulties in getting that additional money we believe are out of all 
proportion to the benefits of a restriction which says that no one 
State can get more than 10 percent. 

I am confident that our good friends in the West and in the south- 
west and in the Mountain States, who are getting more than their 
prorata share of the funds needed for soil conservation, for dam con- 
struction, for general internal improvements, would be happy to let 
this money, which is primarily a problem of the larger cities in the 
United States, go where the need can be established by administrative 
action, instead of putting a restriction in the legislation which just 
provides another administrative difficulty along the hard road of ac- 
tually getting funds granted so that the work can proceed. 

I would also hope very much that it would be possible to give 
administrative discretion to the administrators of this legislation, so 
that long-term commitments could be made to cities which have filed 
workable programs, and know just where they are going to go in 
these projects. 

As it is now, we have to proceed piecemeal on a project-by-project 
basis, which makes it very difficult to do long-range planning, be- 
cause you never know in advance whether a particular project, no 
matter how feasible and proper you may think it to be in your city, 
will receive the approval of the administrative authorities. 

For example, if we knew now that we could plan on $6 million of 
Federal funds a year to make up the $9 million a year which we need 
to make our workable program effective, we could save a great deal 
of money and a great deal of time in planning for the eventual elim- 
ination of slums in the city of Philadelphia. 

I would hope, also, that this committee would see to it that there 
was a larger appropriation for staff in the Federal agencies under 
HHFA, which administer this act. We have found that administra- 
tion is bogged down because appropriations have been cut for staff 
to such an extent, since 1952, that they are unable to keep up with 
the backlog of the administrative work which comes before them. 

Just as one example, it is now 10 months since the Housing Act of 
1954 went into effect, and we can’t yet find out what the specifica- 
tions are to enable us to get insurance for a mortgage on a rehabili- 
tated house under the 1954 act. 
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It is not the fault of the individuals in the executive arm of the 
Government but it is the fact that there are not enough of them be- 
cause the appropriations for the staff have been cut. 

For example, there are 52 agencies available for grants under the 
act of 1954, 48 States, 3 Territories, and the District of Columbia, and 
yet, after 6 years, only 6 of those 52 jurisdictions have actually gotten 
grants, although 32 have applied. 

We feel that a great deal of that is due to administrative redtape 
within the executive agency, but perhaps even more, it is due to the 
legislative restrictions which have been written into the act by the 
Congress. / 

And to complete that part of my presentation, Mr. Chairman, I 
would hope very much that the bill which your committee will point 
out will have more flexibility in it so that we can get ahead and get this 
work done. 

I am as aware as anyone of the need to be sure that the money of the 
Federal taxpayers is not being wasted, and I would commend the 
efforts of the committee and indeed of previous legislation, to be sure 
that was the effect, but I suggest, Mr. Chairman, that the restrictions 
have gone too far, and that one can write more flexible provisions into 
the act without sacrificing the taxpayers’ money. 

The second point of my presentation to your committee on behalf of 
Philadelphia has to do with the need to find some way to take care 
of those families in the American economy which have incomes of 
$5,000 a year or less, and which, I would earnestly submit to your 
committee, do not have available to them now the means to satisfy 
their housing needs. 

According to the latest figures which I have been able to obtain, 
which are as of 1953, 46 percent of American family units have in- 
comes of $5,000 a year or less, and if 1 includes those with incomes of 
$6,000 a year or less, and the group of individuals who have to have a 
unit by themselves because they are married or old or widowed, there 
are 30 million families in the United States today who have incomes 
of $6,000 a year or less and no place to go. 

I would like to amplify that along these lines: No house in Phil- 
adelphia containing 3 bedrooms or more has been built since the 
Korean war for less than $10,000. Such a house is outside the financial 
ability of these middle- and low-income groups to afford. 

“Well”, you say, “why don’t they rent?” But in Philadelphia a 
2-bedroom apartment—and most of our rental housing in Philadelphia 
is apartment housing—cannot be rented for less than $80 a month, and 
a 3-bedroom apartment, or a larger apartment than that, of course, is 
proportionately more. So that that type of rental housing is, by 
and large, outside the range of this particular group. 

Then you say, “Why don’t they take second-class housing?” Well, 
the average price for second-class houses in Philadelphia—and when 
I say “second-class,” I mean really second-class; not new housing but 
housing which has been occupied and then sold—the average price of 
such housing in Philadelphia today is $8,400. 

You might say a substantial proportion of middle-income groups 
could afford that housing, and so they could, if they could get decent 
financing. But that type of housing is with rare exception not avail- 
able for Federal financing, and to get private financing you have to 
pay one-third down on your mortgage, which in effect puts that kind 
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of housing outside the financial capacity of many middle-income fami- 
lies. 

You then come down to the proposition that they should fix up 
their existing housing, and of course that is a very real possibility. 
But I should point out that in Philadelphia, at least, despite the earnest 
efforts of our housing coordinator, we have not been able to get any 
help at all out of section 220, or section 221 of the 1952 act. Private 
institutions are just not willing, even with Government insurance, to 
make the loans which are required to enable our low- and middle-in- 
come families to fix up their houses so as to provide that they should 
become standard under census figures, instead of substandard. So 
that the rehabilitation of existing dwellings is just not working out 
as a feasible method of getting rid of our substandard dwellings in 
Philadelphia. 

Another trouble with this rehabilitation problem is that the cost of 
doing it is, in many instances, so high that after it is done the occupant 
can no longer afford to live in a house. In other words, by making 
the repairs he has priced himself out of his income group. 

One of our terribly serious problems in Philadelphia is the fact that 
we now have, among our population of slightly more than 2 million 
people, in Philadelphia, over 400,000 Negroes. There have been, since 
World War IT, 140,000 new housing units built in the greater Phila- 
delphia metropolitan area, and hardly more than 1,000 of that 140,000 
total is available for Negro occupancy. The result is that our huge 
Negro population—many of whom are becoming relatively well-to-do 
as employment opportunities are increasingly made available for 
them—are just not able to find a decent house. The result is that they 
are more and more being congregated in congested areas, which makes 
the blight and slum problem far worse. 

I would be the first to admit that that is to a very large extent a local 
problem. We cannot expect the Federal Government to solve that 
problem for us. But what I do say is this, that the present provisions 
in the 1954 act which were intended to give some relief to the minority 
housing problem, are just not working in Philadelphia, and that I 
would Reps that the Veterans’ Administration, and the HHFA, would 
take some effective measures. I would hope, with additional congres- 
sional encouragement, to help us at the local level to solve this very 
serious problem of minority housing. 

Finally, Mr. Chairman, I would like to say a word, so far as Phila- 
delphia 1s concerned, with respect to lower income housing, in effect 
with respect to public housing. 

The present legislation—the act of 1954—gave reluctant consent to 
the construction of 35,000 additional public housing units throughout 
the country. Restrictions were placed on that grant which were so 
rigorous that a substantial part of that authorization has not been 
used up because of the lack of flexibility in administration, of which 
I spoke a while ago. 

I would hope very much that your committee would report favorably 
legislation which would remove those restrictions, so that the balance 
of that existing authorization might be taken by abolition of the time 
barrier now before it. 

I would also hope strongly, speaking alone on behalf of Philadel- 
phia, that this committee would adopt the recommendation I made a 
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minute ago when speaking on behalf of the American Municipal Asso- 
ciation, and authorize the construction of 200,000 units a year, of low- 
rental public housing, to pick up the slack which has existed by reason 
of the fact that initial contemplation of the act of 1949 has never been 
brought into account. 

We had in mind in 1949, when that splendid act was passed, that 
there would be over 800,000 units of public housing constructed by this 
time. The Korean war put a hiatus on it; the Appropriations Com- 
mittee of the Congress put another hiatus on it, and the fact of the 
matter is that that housing has not been built, and in the meanwhile 
the need is stacking up in our larger cities. 

The present authorization, as you gentlemen are aware, is 35,000 
units a year. The city of Philadelphia alone needs 70,000 units right 
now; in one city, twice the amount which the present authorization 
provides for the entire country. 

I would hope, also, that it would be possible to eliminate the restric- 
tion which now says that you can only get public housing in your city 
in an amount sufficient to take care of the families who are being dis- 
placed by your slum clearance and redevolpment projects. 

We have today a waiting list of 10,000 families, available for public 
housing in Philadelphia, whose needs we cannot fill, and not 1 of those 
families has been displaced as a result of slum clearance. We have 
had to take care of all of those in other ways and in the existing 
supply of public housing. 

Mr. Chairman, I would urge on you strongly, in conclusion, this 
one point: 

As the mayor of one of our larger American communities, I see 
with grave concern the spread of urban blight far faster than a com- 
bination of the efforts of the local, State and Federal Governments 
is able to combat. We are losing this battle against blight today, and 
with the loss of that battle there grows an increase in crime, an increase 
in juvenile delinquency, a threat to the success of urban democracy. 

So that with all the emphasis at my command, Mr. Chairman, may 
I urge on your committee, in conclusion, the following program : 

First, an immediate appropriation of $500 million for urban redevel- 
opment ; 

Second, discretion for the Housing and Home Finance Admini- 
strator to allot redevelopment funds to States where urban renewal 
activities consume funds in excess of the 10 percent limitation; 

Third, Government stimulation of construction of houses for 
middle-income families; 

Fourth, continued FHA insurance of home improvement loans, 
but for loans of larger amounts and longer duration in order to take 
care, in part at least, of this problem of providing adequate housing 
for middle-income groups; 

Fifth, the authorization of 200,000 public housing units annually: 

Sixth, elimination of the eligibility requirements which prohibit 
single individuals from public housing projects, especially the aged. 
I have not amplified on that, Mr. Chairman, but I have covered it in 
full in my statement ; 

Seventh, removal of the restrictions on public housing, particularly 
those limiting units only to households displaced by governmental ac- 
ee rather than permitting a program designed to meet existing 
need ; 
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Eighth, greater initiative on the part of the Federal Housing Ad- 
ministration, and the Veterans’ Administration, to increasing housing 
opportunities for minority groups. 

Mr. Chairman, I am deeply grateful for the opportunity your com- 
mittee has given me to state my views at such length, and it is a great 
privilege to be here. 

The CuarrMan. Weare glad to have your views, Mr. Clark. 

Are the municipalities in Pennsylvania limited by the constitution 
as to taxation and expenditures ¢ 

Mr. CuarK. We have constitutional debt limitations, Mr. Chairman, 
on the amounts which we can borrow. There are, however, ways and 
means by which that limitation is not a serious problem with us. 
Fundamentally, our problem is how high can we raise our taxes. 

The Cuarrman. Do you think that low-rent public housing is abso- 
lutely essential, in an effort to clean up the slums ? 

Mr. CuarKk. I consider it absolutely a necessity in Philadelphia, Mr. 
Chairman. And may I say I come to it reluctantly. I am aware of 
the objections to it. They are serious. But this problem is a threat 
to our democracy, and I have seen no other way suggested as to solving 
it. 

May I say this, too, because some comment was made in the Senate 
of the United States when we testified there, along the lines that exist- 
ing public housing projects were breeders of crime and delinquency 
and were antisocial institutions. 

Quite the contrary is true, Mr. Chairman, and we submitted, in 
the record, in the Senate—and I would be happy to do the same 
today—statisties which will indicate that the public housing units in 


Philadelphia are islands of decency in seas of delinquency. 

The Cuairman. You may have the opportunity to present anything 
you desire for the record. 

(The additional data submitted by Mayor Clark are as follow :) 


CIty OF PHILADELPHIA, 
Philadelphia, Pa., June 6, 1955. 
Hon. BRENT SPENCE, 
Chairman, House Banking and Currency Committee, 
House Office Building, Washington, D. C. 


DEAR CONGRESSMAN SPENCE: In line with the request of committee members 
at the hearing on May 26, I am enclosing a draft amendment which would re- 
move various restrictions on public housing and the data contrasting delinquency 
of Philadelphia public housing juveniles with that of the surrounding neighbor- 
hoods. I believe that our experience here clearly reveals that decent shelter 
is a possible factor in reducing teen-age crime. In addition, in view of the efforts 
which I understand are currently being made to suggest that public housing is 
not serving a useful purpose, I am enclosing a brief listing of pertinent facts 
on the current status of Philadelphia’s public housing units for the committee's 
consideration. The data were prepared at the request of and sent to the National 
Association of Real Estate Boards. The material on redevelopment delays which 
I also indicated I would forward is currently being prepared and will follow 
shortly. 

I should also like to take this opportunity to clarify another point which 
came up during the question period following my testimony. Congressman 
Multer asked whether the financial institutions are cooperating in the effort 
to make additional housing available to minority groups, and, upon thinking 
the matter over, I am not sure that my reply adequately presented the full pic- 
ture. The financial institutions here in Philadelphia have indicated a willing- 
hess to cooperate in this matter, but the interrelationships betwen financial, real 
estate, and home-builder concerns are so complex that little progress has been 
nade. Beeause of this, a study of the practices and policies of all these varied 
elements has been undertaken, and we hope to be able to determine from that 
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a practical course of action. Thus, it is true that the needs of minority groups 
have not received the same attention from financial institutions as have those 
of the white majority, but I would not like to leave the impression that no effort 
has been made. 

Again let me express my appreciation for the opportunity you gave me to 
speak for more effective housing legislation on behalf of both the American 
Municipal Association and the city of Philadelphia. 

Sincerely yours, 
JOSEPH §S. CLARK, Jr., Mayor. 


PROPOSED AMENDMENTS TO FEDERAL HOUSING LEGISLATION 
TITLE III—SLUM CLEARANCE AND URBAN RENEWAL 
Subsection 101 (c) of the Housing Act of 1949, as amended, is hereby amended 
by striking out the following from the first sentence : 


“or for annual contributions or capital grants pursuant to the United States 
Housing Act of 1937, as amended, for any project or projects not constructed or 
covered by a contract for annual contributions prior to the effective date of 
the Housing Act of 1954.” 


TITLE IV—LOW RENT PUBLIC HOUSING 


The United States Housing Act of 1937, as amended, is hereby amended— 

(1) By adding at the end of subsection 2 (2) the following sentence : 
“Whenever the term ‘families of low income’ is used in this Act, it shall include 
single individuals who are otherwise eligible.” 

(2) By striking out from subsection 10 (i) the proviso and further proviso 
clauses and substituting a period in place of a colon before the word “Provided.” 


THE PHILADELPHIA HOUSING AUTHORITY, 
Philadelphia 2, Pa., April 25, 1955. 
To Persons Interested in Philadelphia’s Public Housing Program: 


Attached is the report for 1954 showing the number of arrests of boys, between 
the ages of 7 and 17 years, who reside in public housing in Philadelphia. This is 
the tenth yearly report on juvenile delinquency. 

The information is made available through the joint referral program of 
the Crime Prevention Association and the juvenile aid bureau, department of 
police. 

To the best of our knowledge this is an accurate report of the number of 
boys residing in our projects who were in difficulty with the police during 1954. 

Sincerely yours, 
WALTER E. ALESSANDRONI, Executive Director. 


THE PHILADELPHIA HousIne AUTHORITY 1954 REporT OF JUVENILE DELINQUENCY 
PUBLIC HOUSING PROJECTS IN PHILADELPHIA 


(Prepared by Jennie Bond Groskin, supervisor of resident aids, management 
division) 

The Philadelphia Housing Authority provides safe and sanitary dwelling units 
for 10,245 families. At the present time 41,593 individuals reside in public hous- 
ing projects. 

When housing developments were planned there was the recognition that facili- 
ties for wholesome recreation should be included. 

Community buildings and play areas have provided the opportunity for group 
activities in the fields of health, education, child care, and recreation for all age 
groups. The cooperation of public agencies, through services and leadership, 
has made the program of community activities one of far-reaching importance. 
One of the major aspects of our program is the contribution it makes to the 
leasure-time activities of children and youth. 

The interests of youth are varied and adult residents have helped in super- 
vising many of the activities which were planned in cooperation with the par- 
ticipants. 

The present concern regarding juvenile delinquency has pointed to the influence 
of the home, the school, the church, and the community in the molding of 
personality. 

We have rehoused many families from slum areas thus improving the physical 
environment. Qur community programs have offered opportunity for participa- 
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tion in those activities which help in developing responsibility and good citizen- 
ship. 

During 1954 the total attendance in our community buildings for all age groups 
was 405,974. 

This includes attendance figures for : 


io | SR ag ee a a a ee eee a 
Cub Scouts 
Teen-age clubs 
Roys and girls clubs, 7 to 12 years 
Fae ee ee Oi eee See cn 
Bible story clubs 
i RE 2 ee ee ee ee (a eee re ed re 27, 973 
Game-room activities 39, 172 
ye SER EE Re a RR 90, 884 
Organized athletics : 
Baseball 
Softball 
Basketball 
F ootball 


These figures show our interest and concern about the young people residing 
in our developments and the combined efforts of management, cooperating 
agencies, and resident groups in planning constructively to prevent juvenile 
delinquency. 

In compiling this report one project, Schuylkill Falls, was not included because 
it was not ready for occupancy until late in the fall of 1954. 

Of the total number of 4,510 boys in this age group of 7 to 17 years only 130 
were arrested. This was less than 3 percent. 

Arrests by age group: 


Agee ae be PW eg Sit Be Ss 2 3 tT 22 3. 4 1s 
Number of boys ee, | 1 a 23.36 
Total, 130. 


Reasons for arrest : 
SR SEER ne 2 ee ne eee eee 
REE RES 2 ER ot A Re en eS eee ne 
Disorderly conduct 
Larceny of auto 
Ree Gana One veitery.. cere 
Trespassing 
Malicious mischief 
eee a RA A. EROS Se ee cs a a Aiea me, SE eet 
Larceny of bicycle 
Intoxication 
Burglary from auto 
Carrying concealed deadly weapons 
Loitering and prowling 
Attempted robbery 
Violation policed code 
Runaway 
Sodomy 


COW Rh PR OL ODa1.8] 


* 
wT 
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The attached chart shows the number of boys in each project and the number 


of arrests each month. 


For purpose of comparison the police district in which each project is located 
is noted with the city rate of arrests per thousand and the project rate per 


thousand. 


Project 


project 
January 
February 


Abbottsford Homes.- --- 

Richard Allen Homes- - 

Arch Homes ie 

Bartram Village 
EEE OEE ETON 
James Weldon Johnson Homes..-.---- 
Norris Apartments. 

Oxford Village I and IT. ___- 
Raymond Rosen Apartments.. 
nee aeeeeee. ....-.........- 
Wilson Park. = 

Passyunk Homes.. 

Northeast Village 

League Island _- 

Tacony Homes--_-- 


| 


Total 


Number of 


> ine 
Project boys 


Abbottsford Homes. - 
Richard Allen Homes. - 

Arch Homes 

Bartram Village _- 

Hill Creek me Pe 
James Weldon Johnson Homes. 
Norris Apartments 

Oxford Village I and IT 
Raymond Rosen Apartments 
Tasker Homes 

Wilson Park 

Passvunk Homes 

Northeast Village 

League Island 

Tacony Homes 





Total 


Arrests 


-_ 


= 


_ 
Smo 


on 


August 


Project rate 
per thou- 
sand 


November 


Rate 
Per thou- 
sand in po- 
lice district 


December 


| 


Police 
district ir 
which 
project is 
situated 





Status of federally aided public housing in Philadelphia, May 195: 


Units ready for occupancy 
Vacant due to normal turnover 
Monthly rent, including all utilities: 
Range_ 
Approximate average 


Distribution of present occupants: 





Income 


Number of 
families 


Average 
rent 





Under $1,000 

$1,000 to $1,499 
$1,500 to $1,999 
$2,000 to $2,499 
$2,500 to $2,999 
$3,000 to $3,499 
$3,500 to $4,000 


2 

634 
777 
, 239 
, 299 





997 | 


443 





t 
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The Cnamman. Are there any questions 

Mr. Brown. Mr. Chairman. 

The Cuarrman. Mr. Brown. 

Mr. Brown. Mayor Clark, what is the population of Philadelphia / 

Mr. Crark. 2,057,000 as of the 1950 census; a little more now. 

Mr. Brown. What is the total assessed valuation of the real estate 
in Philadelphia ? 

Mr. Ciark. I regret, Mr. Brown, I don’t carry the figure in my 
head. We get about $51 million a year out of our real-estate tax. We 
are also getting $45 million a year out of our wage and income tax. 
which is gradually creeping up on the real-estate tax as our principal 
source of revenue. 

Mr. Brown. What is your tax rate on the real estate ‘ 

Mr. CLark. We don’t have the school district under the city gov- 
ernment, but the combined city and school rate is about $3 

Mr. Brown. That is all. 

The Cuamman. Are there further questions / 

Mr. Barrerr. Mr. Chairman. 

The Cramman. Mr. Barrett. 

Mr. Barrerr. I know the Representative here from the State of 
Pennsylvania has a high regard for our mayor of Philadelphia, and I 
would like to yield to her, but would like to make this statement 
before yielding. 

We have a great mayor in the city of Philadelphia, the greatest 
mayor we have ever had in the last 67 years. He has not only remedied 
the blight in housing but has remedied the blight in the city as a whole. 
He has taken the City Hall which was almost completely deteriorated 
and made a palatial building of it. The streets, prior to his becoming 
mayor, were so deteriorated that you could hardly go above 15 miles 
an hour. The speed was controlled by the ruts and the curves. Now 
the streets have all been resurfaced. 

The housing situation, as he pointed out so very ably, has been im- 
proved, and those spots which were considered as crime-ridden areas 
are now respected residential area 

The people clamor about our chialvok as they did about the great late 
President Franklin D. Roosevelt. 

Mr. Chairman, I think if the committee can see its way clear to 
grant the outline that Mayor Clark has given here this morning, we 
can put Philadelphia among the top cities of the Nation. 

The Cuatrman. Mr. Mayor, I can see that you have a very fine Rep- 
resentative from your city on this committee, who is vigilant in look- 
ing after your interests at all times. You can report that to his con- 
stituents when you go back. 

Mr. Crark. I am happy to hear the kind words said about me by 
Mr. Barrett, but I would like to disclaim having performed the mir- 
acles which he attributes to me. 

Mr. Wotcorr. How long have you been in office, Mr. Clark? 

Mr. Crark. Three and a half years, sir. 

The CuarrMan. Are there other questions ? 

Mrs. Bucnanan. Mr. Chairman. 

The Cuarrman. Mrs. Buchanan. 

Mrs. Bucnwanan. I first want to congratulate Mayor Clark on what 
has been accomplished in Philadelphia, as a result of the splendid 
housing and redevelopment program there. 
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Now, all of us, who are interested in an adequate low-rent public- 
housing program, were terribly disappointed in the bill that passed 
last year. Asa result of the bill that finally passed, the program was 
virtually killed, was it not ? 

Mr. CiarKk. Yes, Ma’am. 

Mrs. Bucuanan. Mayor Clark, you have urged that Congress return 
to the program set up in the Public Housing Act of 1949. 

Mr. Ciark. Yes, Ma’am. 

Mrs. Bucnanan. How many public-housing units do we need to 
fully meet the current problem of substandard housing ? 

Mr. Crark. Well, Representative Buchanan, I have urged as a 
practical matter, because I don’t think we ought to try to go over- 
board on this, that we return to the maximum authorization under the 
1949 act which was 200,000 units a year. We, in Philadelphia alone, 
need 70,000 units. 

Mrs. Bucuanan. I wish to compliment you, Mayor Clark, on the 
very fine statement you have made in so clearly presenting the facts 
showing the urgent need for an effective low-rent housing program. | 
know how much this program has meant in the past to McKeesport, 
Pittsburgh, and other parts of Allegheny County, all over Pennsy!|- 
vania, in fact. We still have great need for it in those localities as you 
do in Philadelphia, and I certainly hope we are able to pass a more 
adequate bill this year. 

Mr. CuarK. Thank you, Ma’am. 

Mrs. BucnHanan. Thank you, Mayor. 

Mr. Fountarn. Mr. Chairman. 

The Cuatrman. Mr. Fountain. 

Mr. Fountarn. What is the formula which you use now in the city 
of Philadelphia for determining who gets aid under your Federal 
housing projects? 

Mr. Crark. Mr. Fountain, that is one of the most difficult and 
serious administrative problems we have. We take applications in 
the order in which they are received, after determining income eligi- 
bility in accordance with the standards laid down by the act. 

I would be less than frank if I did not tell you that somewhere in 
the neighborhood of 80 percent of the applicants to housing projects 
in Philadelphia today are from Negroes. That is because they are, 
largely speaking, among our 400,000 Negroes, those who are in the 
lowest income group. 

That problem of having a minority group of that size being the 
major applicant raises serious social problems. I have no quarrel 
with the social thinking of members of other parts of the union in 
dealing with that problem, but we, in Philadelphia, are irrevocably 
committed to nonsegregation in our employment, in our housing, in 
our recreation. It is very hard to make nonsegregation work if you 
have more than 50 percent Negroes in any particular project. It 
has been our experience that if it is less than 50 percent, it will work. 
We have had one or two places where it works with more than that. 

The end result is that in the present condition of public opinion— 
which I deplore, but there it is, and we must face it—you cannot main- 
tain a nonsegregated project if you have less than 50 percent whites 
in it. That has given us an awful headache, and I think we are solv- 
ing it pretty well within the limits of trying to be fair. 
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Mr. Fountain. I can see yotr problem. What would you say is 
the average income of the people who now occupy the present Federal 
housing units ? 

Mr. Crark. $2,800 a year. Of course it varies with the size of the 
family; you understand that. The larger the family, the more income 
they are permitted to have to get in. The smaller the family, the 
lower the income—after which they have to be put out. 

Mr. Berrs. Do you have a law in Pennsylvania which permits an 
election for a levy outside of the limitation ? 

Mr. CrarKk. I am sorry, Mr. Congressman, I am afraid I don’t 
understand the question. 

Mr. Berrs. Do you have a Pennsylvania law which permits an 
election within a municipality to levy taxes outside of your limita- 
tion? Constitutional limitation, that is? 

Mr. Criark. We don’t have any constitutional limitation on the 
taxes we can levy. We have a constitutional limitation on the amount 
we can borrow. We have pretty complete home rule in Philadelphia, 
particularly under our 1951 charter, Mr. Congressman. There are 
practically no limits on the amount of taxes we can levy, except the 
indulgence of the electorate. 

Mr. Berrts. Is that amount determined by special levies conducted 
in special elections ? 

Mr. Cuarx. No, sir, the electorate—we have the same representative 
form of government that you have here in the Congress of the United 
States. Our council can levy a tax without limitation on amount; 
the mayor has a veto power; we have a representative government, 
and there is no referendum involved under the law in Philadelphia. 

Mr. Berrts. In other words, the limitation that you spoke of—as 
far as taxing power is concerned—to produce money to assist in the 
rehabilitation of blighted areas, is determined solely by the council, 
is that right ? 

Mr. Crark. Mr. Betts, could I put it this way: Our limitation is 
solely on our capital borrowing capacity for the issuance of bonds. 

We have a capital budget and an operating budget in Philadelphia. 
Our capital budget has many millions of dollars in it devoted to urban 
renewal and urban redevelopment. The limitation on the capital 
budget is to some extent imposed by the State’s constitutional debt 
limitation on the amount we can borrow, which roughly speaking is 
13 percent of our average assessed valuation of taxable property over 
a 10-year period. 

But with respect to our operating budget—and we do make sub- 
stantial contributions on a pay-as-you-go basis to our capital improve- 
ments—there is no limitation whatever. 

Mr. Berrs. You have reached your limitation as far as your capital 
is concerned ¢ 

Mr. Cuark. We have got a little cushion, Mr. Betts, against emer- 
gencies, but it isn’t much. 

Mr. Betts. I see. I was interested in the comment you read from 
the Governor’s statement to the effect that the State has probably gone 
beyond what it should go in helping the municipalities. I think a 
State owes some obligation to its cities. 

Mr. Crark. I feel that way too, sir, and I would feel so even more 
strongly if our State was not now confronted with the most important 
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financial crisis in its history, which calls for the levying of $500 mil- 
lion of additional taxes this year. 

Mr. Barrerr. Mr. Chairman, may I interpose this one point / 

I would like to inform the members that the mayor is hoping to 
board a plane for Harrisburg at 11:30. So I think we should try to 
utilize the time effectively. I am sure he would appreciate it. 

Mr. Mutrer. I would like to touch on one subject very briefly, Mr. 
Chairman. 

Mr. Cuark. I have 25 minutes more, Congressman. I am quite 
relaxed. Thank you for the assistance, Mr. Barrett. 

Mr. Brown. Mr. Multer. 

Mr. Muurer. We have found in New York somewhat the same sit- 
uation as you have in Philadelphia on the minority problem. I be- 
lieve the main difficulty is not so much the law, or the provisions and 

regulations of the law, as the reluctance of lending institutions to lend 
for that housing for minority groups. Do you find the same situa- 
tion in Philadelphia ¢ 

Mr. Crark. Yes, sir. I think we are making some progress in 
breaking it down. I do feel that some of the Federal agencies could 
give us a little more help than they do. 

Mr. Murer. We were told in this committee last year that this 
voluntary mortgage plan was going to help that situation. The lend- 
ing institutions were going to get together and make a special effort 
to channel funds, for mortgages, into those areas where they had this 
problem, where they weren't able to get that kind of mortgage money 

Has that helped any ? 

Mr. Criark. 245 has not helped a bit yet. It is a little too soon to 
condemn it out of hand. But the difficulty is that if the voluntary 
mortgage group does succeed in getting a mortgage available for a 
Negro purchaser, he still can’t find a house that anybody is willing 
to sell him. 

Again I say, we realize our local responsibility in that regard, but 
we do think that the VA, and Fannie Mae, and other Government 
agencies, could help in encouraging the breakdown of that prejudice. 

Mr. Mutrer. I might say this, that I have found, from actual con- 
tact with borrowers and those developers in the field, that the large 
lending institutions in New York and New Jersey, insurance com- 
panies particularly, have gone out of their way to try to help in that 
problem, and channel money into that field. “I think vou may find 
that some pressure from home on some of your large Pennsylvania 
institutions, insurance companies particularly, might help along that 
line. 

Mr. Crark. Mr. Congressman, Mr. Rafsky, our housing coordina- 
tor, who is here with me, has called meeting after meeting in that re- 
gard, and we get some promises, but we haven't gotten much action 
yet. I do think it is breaking down. I would agree with vou, sir, it 
is ge Ph hn better. 

Mr. Muurer. M: iybe the threat of amending your State law or reg: 
ulations to require these large insurance companies that have their 
home offices in your State to ‘stay within their State on their lending 
and not go outside the State, may make them keep some of that money 
at home. 

Mr. Crark. I would hate to use that. 

Mr. Muurer. I said the threat 
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Mr. Cuark. Yes, sir. 

Mr. Mvucrer. Thank you, Mr. Chairman. 

Mr. Brown. Dr. Talle. 

Mr. Tarte. Mr. Chairman, out of deference to the witness’ trans- 
portation problem, I will ask no questions. 

Mr. Brown. Mr. O'Hara? 

Mr. O'Hara. Mr. Mayor, you have made a constructive and most 
helpful contribution to the deliberations of this committee. I come 
from Chicago, and I might remark that your presentinent of urban 
problems in Philadelphia could apply to Chicago. I also must con- 
gratulate you and Philadelphia on having the gentleman to my left 
as your very able member on this committee. There is not a finer 
member in the Congress than Congressman Barrett. He is doing a 
great job, and Philadelphia has a great future ahead to match its 
historic past with such a mayor and such a Congressman. 

Mr. Ciark. I concur with the latter statement, sir. 

Mr. Brown. Mr. McVey? 

Mr. McVey. Mr. Clark, I wish to compliment you on the splendid 
way in which you have presented the case for Philadelphia. 

I would like to ask this question: Do you have a balanced budget 
in Philadelphia ? 

Mr. Ciark. Yes, sir. 

Mr. McVey. You are proud of that, are you / 

Mr. Ciark. I am very proud indeed of it, sir. 

Mr. McVey. You should be. Here in Washington we don’t have a 
balanced Federal budget. You have asked for considerable help for 
Philadelphia. Do you have any suggestion to give to us whereby we 
might balance our budget here and still help Philadelphia ? 

Mr. Crark. I am afraid, Mr. McVey, that is a little out of my cog- 
nizance. Could I say this, though, sir: I think in the laudable efforts 
to balance the budget, the type of housing program which I have 
advocated is not going to deter you very much because these things 
pay for themselves over a long-range period, and we find that, on the 
basis of the overall balance sheet of the American people, the improve- 
ments to the property, and the improvements in the earning capacity, 
and the general decrease in crime which comes from the elimination 
of slums, results in an enormous national asset far in advance of the 
amount of money which is necessary to carry it into effect. 

It is too bad that our free-enterprise system isn’t able to solve this 
problem by itself. Would that it were. But I think we must face 
the reality of the fact, that just as we don’t expect to have the private- 
enterprise system sponsor and provide the educational system of this 
country, so in the long run it is not going to solve the housing problem 
all by itself. 

Mr. McVey. That is all, Mr. Chairman. 

Mr. Brown. Mrs. Sullivan ? 

Mrs. Suuivan. Just a passing remark, Mr. Chairman, to the mayor 
of Philadelphia. We have a comparable problem in St. Louis, and 
the slum clearance and the building of low-cost rental housing is one 
of our big problems. We are endeavoring now to integrate the colored 
with the white in some of the public housing. As yet we have had 
no experience in how that is going to work, but I’ was very much 
interested in hearing your discussion on it. 
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Mr. CrarK. I have had the pleasure of discussing the problem with 
your splendid mayor out there. 

Mr. Brown. Mr. Bass? 

Mr. Bass. No questions. 

Mr. Brown. Mr. Reuss? 

Mr. Reuss. Mr. Mayor, I would like to join with my colleagues in 
congratulating you on the outstanding job you have done of spear- 
heading this attack by private and public forces on the problem of 
blight and urban redevelopment. It has been an inspiration to many 
another American city, including my own home city of Milwaukee. 

I notice on page 13 of your prepared statement that you refer to 
the “restrictions placed on the program by the 1954 act,” and you say 
that they were so confining that only a small number of units have 
been or are likely to be authorized. 

What is the Philadelphia experience under the 1954 act, with par- 
ticular reference to whether you have been able to secure authoriza- 
tion for units so far ? 

Mr. CrarKk. We have been able to get our share of the 35,000, but 
it was certainly like pulling wisdom teeth to do it. 

Mr. Reuss. You go on to say that in your opinion the proposed 
amendments of the act we are now considering, H. R. 5827, to remove 
those restrictions from the 1954 act, may not be as effective as, I am 
sure, members of this committee want them to be, and then you set 
out on pages 13 and 14, some of the reasons why. 

I haven’t had an opportunity yet to go over the material you have 
submitted, but it occurs to me that it might be very helpful if you 
would be willing to submit to this committee proposed changes or 
amendments to H. R. 5827, which in your opinion would help to achieve 
what I believe to be the President’s purpose in H. R. 5827, of freeing 
up the housing legislation of undue and unnecessary restrictions which 
keep its purposes from being carried out. 

Mr. Criark. I would be happy to do so, sir. 

Mr. Wotcorr. Mr. Reuss, may I suggest that in the bill itself the 
Administration has made some suggestions along that line? 

Mr. CriarKk. Except, sir, if I might be so bold as to say, the principal 
restriction which we think is unwise is the requirement that only those 
displaced from slum clearance projects should be eligible for public 
housing, and that no city can get any more public housing than it can 
show it has displaced units from existing slums. 

As I said awhile ago, we have a waiting list of 10,000 now, which 
has no reference whatever to our slum clearance problem. 

Mr. Revss. That is all. 

Mr. Wotcorr. I had assumed that the bill was designed to do that 
very thing. Maybe I am wrong. 

Mr. Brown. Are there other questions? 

Mr. Brown. Mr. Vanik? 

Mr. Vantx. With respect to your statement on page 5, with respect 
to specific administrative regulations on urban renewal, do you have 
any specific points you wish to bring out with respect to those regula- 
tions? I am concerned about the really slow progress on the urban 
renewal program, and I am concerned with my city of Cleveland, as 
you are with Philadelphia, with respect to slowness of this program. 

Mr. Crark. Mr. Vanik, we would be happy to submit some. It 
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occurred to me that was something we ought to submit to the adminis- 
trative agency and not to Congress. 

Mr. Vantk. Yes. Well, the thought that I had was whether or 
not any legislative action might help clear up some of the adminis- 
trative details that seem te be bogging down the urban renewal pro- 
gram. 

Mr. Crark. We think it would be simpler to do it administratively, 
except for the specific suggestions which are made in the body of my 
testimony, sir. 

Mr. Vanrk. I concur with your recommendations. I certainly 
think they are very proper, and should be carried through. I wanted 
to ask you, with respect to the housing project, what percentage of the 
public housing families are socalled welfare cases, supported either 
directly or indirectly by one of the social agencies of the community ? 

Mr. CrarKk. I would have to guess, Mr. Vanik, but if I did guess I 
would think 25 percent would not be far wrong. Twenty to twenty- 
five percent. 

Mr. Vantk. So that in a direct sense the public housing program has 
helped considerably to take care of the social and welfare needs of 
the community ? 

Mr. Cuark. We are one of the relatively few communities where 
there is substantial unemployment. So that thing varies from time 
to time. 

Mr. Vanrk. And that area of public housing certainly hasn’t offered 
any competition to any field of private enterprise in that area? 

Mr. Crarxk. Absolutely none. 

Mr. Vantx. And that is true about almost all of the people living in 
the public housing projects ? 

Mr. CrarKk. I am confident, sir, that at that level of income, private 
enterprise is unable to furnish decent housing at rates those people 
can afford. 

There are, of course, as we know, the occasional unscrupulous land- 
lord. and we like to beat him over the head with a stick, but I don’t 
think that is typical. I don’t think we can say enormous sums of 
money are paid that way. 

Mr. Vanrkx. What is the spread between the area at which public 
housing—the income which would permit people to go into public 
housing, which is $2,800 a year in Philadelphia, and the nearest area 
of competition with private development ? 

Mr. Ciark. Well, of course, sir, it varies somewhat with regard to 
the size of the family, so you can’t be categorical, but the burden of 
my testimony is that we are not providing adequate housing for any- 
body who has an income of less than $5,000 a year. 

Mr. Vantk. So that the spread is at least $2,200? 

Mr. Criark. Yes, sir. Now, I would not advocate raising the level 
of income in public housing to $6,600. Not at all. I think with ade- 
quate financial assistance, and insurance of mortgages, and various 
other types of assistance, we can keep that middle-income group on a 
basis where they don’t have to go into a public housing project. 

All I am saying is that current legislation doesn’t provide for it. 

Mr. Vantk. How effective has your local administration of zoning 
laws—I am speaking specifically with respect to overcrowding—how 
effective have your zoning ordinances and your building code been 
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with respect to preventing the overcrowding of present older homes 
in the Philadelphia area ? 

Mr. Cuark. Here is the problem there, Mr. Congressman: In the 
course of my administration, the council has passed what we think are 
model housing and building and sanitary codes. We have a special 
department of the city government, licenses and inspection, charged 
with the duty of enforcing those codes. If we enforced those codes 
strictly, we could, of course, get rid of this problem. But you have to 
have a certain humanitarian approach to this thing, and you just can’t 
turn people out on the streets. 

Therefore, we have tried to temper our enforcement with a certain 
amount of mercy, and that is the real difficulty because until you have 
somewhere to place these people you are in that dilemma of enforcing 
codes at the expense of human misery. 

Mr. Vanik. Now, with respect to those people that are eligible for 
veterans loans, are they able to get housing? Supposing some of these 
people in substandard areas are GI’s, would they be able to purchase 
in the Philadelphia area any housing under the GI bill ¢ 

Mr. Cxiark. They are not in such bad shape unless they are Negroes. 
I am told that nearly all of the white families who are in our public 
housing units would be eligible for GI and VA loans, but they can’t 
afford it. 

Mr. Vanik. That is, they just don’t have the income to buy the 
homes? 

Mr. Cuark. That is right. 

Mr. Vanix. If there were some comparable legislation—I am just 
thinking speculatively now—to the GI bill that could be extended to 
vast numbers of our people, which would guarantee some larger por- 
tion of their mortgage indebtedness so they could acquire a home on 
a long-term loan program, would that help this program or would it 
hinder it ¢ 

Mr. Crark. | think it would help immeasurably. 

Mr. Vanik. And would provide housing for a great deal of the 
minority people ? 

Mr. Ciark. Yes; I would like to see that approach explored by the 
committee. 

Mr. Vanik. And the cost of it would probably not exceed or prob 
ably be considerably less than the cost of the public housing program 
if we could broaden that program at the base ? 

Mr. Ciark. I would hope that it wouldn’t be in substitution of 
public housing, but supplementing. 

Mr. Vantk. Yes; because there is need for both. 

_ Mr. Crark. Without question. And most of the money comes back 
in the way of increased valuation of real estate, increased earning 
capacity of those in the projects. Any payments which are made re- 
sult in net contribution by either the Federal or local budget being 
minimum. 

Mr. Vanixk. At the hearing the other day we talked about the value 
of all the public housing property in America today. We could prob- 
ably liquidate the entire investment and provide a good profit ¢ 

Mr. Crark. I think that is highly likely. 

Mr. Vanix. And in view of the increasing population and the 
growth of our communities any investment we make in public hous- 
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ing today will probably appreciate, propertywise rather than 
depreciate. 

Mr. CLark. I am confident that is correct. 

Mr. Brown. Mr. Fountain. 

Mr. Founratn. Mr. Clark, I am sorry I didn’t get a chance to hear 
vour entire statement. 

* What are the State of Pennsylvania and the city of Philadelphia 
doing in an effort to alleviate the situation ‘ 5 

Mr. Ciark. With respect to the Commonwealth of Pennsylvania, I 
read into the record a statement of Governor Leader endorsing the 
program I have advocated here, pointing out that the State, some 
vears ago, did make a substantial contribution to urban redevelopment 
and to housing, and that he is presenting to the legislature an urban 
redevelopment plan on behalf of the State. 

Frankly, not as much as I would like to see, but, on the other hand, 
it is something. 

As far as we in Philadelphia are concerned, we are putting $3 
million a year against the Government’s Federal Housing $6 million 
i year, into our slum clearance and urban redevelopment program. 
We are also stepping up substantially the amount allocated in our 
operating budget for inspectors to enforce our codes, in order to be 
sure that we are doing our part to get rid of the slums. 

Mr. Founrain. What is the amount of the appropriation provided 
for in the urban redevelopment and slum clearance program ? 

Mr. Crark. It will be in the neighborhood of $5 million. It was sub- 
mitted yesterday. 

Mr. Founrain. To what extent, if any, at this time, have the low- 
income people shown an interest in taking advantage of the housing 
law which was passed in the 88d Congress to enable low-income people 
to buy homes with a very small downpayment ? 

Mr. Cxuark. We feel that as much advantage has been taken as 
they have financial ability to buy the homes, I realize that is a rather 
categorical statement. But we think that part of the program has 
been successful. 

Mr. Fountain. You think it will be more successful with the pas- 
sage of time? 

Mr. Cuark. I think so, particularly if we further loosen up the 
credit requirements. That is what is stopping them now, in large 
part outside of the public housing field. 

Mr. Founrarn. That is all. 

Mr. Brown. Mr. Nicholson. 

Mr. NicHoison. No questions. 

Mr. Brown. Mr. McDonough. 

Mr. McDonovuen. How many units do you need in Philadelphia, 
public housing units? 

Mr. Ciark. Seventy thousand. 

Mr. McDonovcu. How long have you needed 70.000? 

Mr. Ctark. Almost indefinitely. It is getting worse all the time. 

Mr. McDonoven. You mean you have an increasing need ? 

Mr. Cuark. Yes, sir. 

Mr. McDonovexr. What are you doing about modernizing unlivable 
and unsanitary housing now existing ? 

Mr. Cuark. Everything possible under existing law in the light of 
our budgetary limitation. 
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Mr. McDonovucn. Meaning what? 

Mr. Crark. Meaning that we are pretty hard pressed, financially, 
Mr. Congressman, and I imagine all elected representatives of people 
are aware of the fact that it isn’t very popular to continuously increase 
your taxes. We have had one tax raise for a substantial amount in 
my administration, and I am sure we are looking forward to another in 
1957. The clearly established needs of our community are far in 
excess, in almost every field, of the municipal resources which are 
available to satisfy them. 

Mr. McDonoven. You don’t mean to say you are getting to a point 
where you can’t finance the requirements of the city and the people 
in the city of Philadelphia / 

Mr. Cuark. I mean exactly that, sir. 

Mr. McDonoucu. What does the constitution of the State of Penn- 
sylvania provide in a case of that kind? In California if a city fails 
to operate the State takes over. 

Mr. Cuark. Mr. Congressman, I think we are talking in terms of 
judgment. Obviously there is a very wide gray area where you cut 
your services, because your people are not willing to pay increased 
taxes, and that is usually the argument between our two political 
parties in Philadelphia as it is in the Congress of the United States. 

Do you want to provide more services? If so, you raise the taxes. 
If you want to lower the taxes, the inevitable result is fewer services. 

Mr. McDonovenu. Do you mean to say that you would bring about 
an increase in taxes if you enforced the building codes and required 
more sanitary and better housing in those buildings that exist in Phila- 
delphia ? 

Mr. Crark. No, sir; I do not, and we think we are doing everything 
consistent with normal and humanitarian standards to enforce our 
building and housing codes without creating additional human misery. 

Mr. McDonoven. Do you have an urban redevelopment program 
in Philadelphia ? 

Mr. CuarKk. Yes, sir; a very substantial one. We have already spent 
$30 million since 1949. 

Mr. McDonovcn. You mean the city of Philadelphia has spent 
that much ? 

Mr. Criark. No, sir; we are putting about $3 million a year into it 
as opposed to the Federal Government’s $6 million a year. 

Mr. McDonoven. Does that anticipate the demolition of a large 
slum area ? 

Mr. CrarKk. We recently filed our workable plan under the 1954 act, 
sir. I think it was before you came in that I testified it would take us 
27 years to remove our slums. We have only 2 percent removed them 
so far. But we feel that is as much as we can do in the light of what it 
looks to us as though the Federal Government were going to do, and 
within our existing tax base we are now able to do. 

Mr. McDonovuen. You said a moment ago that you believed public 
housing would reduce juvenile delinquency ? 

Mr. CiarK. Yes, sir. 

Mr. McDonoven. The chief of police of the city of Los Angeles 
made a survey in the public housing units that exist in that city at the 
present time, and found that the incidence of juvenile delinquency in- 
creased in those areas. 
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Mr. Cuarx. I can only say that our experience in Philadelphia is 
quite different. The statistics that we are prepared to file will reveal 
that. I find myself unhappily in almost constant disagreement with 
my good friend Mayor Poulson of Los Angeles. 

Mr. McDonovueu. That is to be expected. We are happily a little 
different than most people from other parts of the United States. 

Mr. Ciark. I commend you for being different in so many fine ways. 

Mr. Muurer. In that respect, Mr. McDonough, I am afraid your 
city stands alone. 

Mr. McDonoven. Yes, and we are proud, happy, willing, and able 
to stand alone. Has your city council passed a resolution asking for 
this public housing ? 

Mr. Cuiark. Yes, sir. 

Mr. McDonovueu. You think you need 70,000 units, and you need 
them now? 

Mr. Crark. If we could get them and finance them now. I am not 
so unrealistic as to expect we could finance them all in 1 year. 

Mr. McDonoveu. And there is no program so far as the State or 
city is concerned to build public-housing units out of its own funds? 

Mr. CiarKk. No, sir. 

Mr. McDonoven. That is all, Mr. Chairman. 

Mr. Brown. Mayor Clark, thank you very much for your fine state- 
ment. Iam happy to state that Congressman Barrett from your city 
is a very valuable member of our committee. 

Mr. Cuark. Thank you very much, sir. I have no doubt that is a 
fact. 

Mr. Brown. The clerk will call the next witness. 

Mr. Hatuanan. Mr. Bert Seidman, American Federation of Labor. 

Mr. Brown. You may proceed, Mr. Seidman. 

Do you have a statement you wish to present ? 

Mr. SerpMAN. I have a written statement, Mr. Chairman. If you 
feel that the time is short I would be glad to try to summarize the 
statement rather than read it. 

Mr. Brown. You may proceed in your own way. 


STATEMENT OF BERT SEIDMAN, ACTING SECRETARY, HOUSING 
COMMITTEE, AMERICAN FEDERATION OF LABOR 


Mr. Serpman. Mr. Chairman and members of the committee, my 
name is Bert Seidman. I am acting secretary of the housing com- 
mittee of the American Federation of Labor. 

I appreciate the opportunity to appear before your committee to- 
day to state the views of the American Federation of Labor on the pro- 
posed housing amendments of 1955, H. R. 5827, and the related bills 
your committee is considering. 

No sector of the American economy is more strategic to our overall 
economic health than residential construction. The key role of hous- 
ing in our national economy has never been more evident than it is 
today. During the recent recession it was the relatively high rate of 
residential construction which helped to moderate the economic decline. 
Again housing has been a key factor in the recent upward movement 
of economic activity. Precisely because housing does play such an 
important role in the economy, a major question facing the Nation 
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today is whether our housing programs embody the fundamental 
strength which will assure the sustained high level of housing con- 
struction the Nation must have if we are to maintain a prosperous 
economy. 

There has been much talk in recent months of the potential dangers 
of overbuilding. In actual fact, we are still underbuilding. oe most 
optimistic estimates for total housing construction this year run to 
1.3to 1.4 million units. Even if this level of construction were ac schioved 
this year and maintained in subsequent years, it would be far short of 
what is required to meet minimum housing needs. 

Apparently the concern about overbuilding has developed because 
in recent years the rate of housing construction has exceeded the annual 
rate of family formation. However, this by no means signifies that 
more homes are being built than are needed. In the first place, in only 
1 year, 1941, during the period 1930 to 1949, did the rate of homebuild- 
ing equal the rate of family formation. It was only beginning in 1950 
that housing starts caught up with family formation. As a result, 
we have a tremendous backlog of unmet housing needs. 

In addition, many of the small homes and apartments built in the 
early postwar years have not been suitable for families with children. 
The American Federation of Labor warned during that period that 
the so-called economy house then being promoted as the solution for 
family housing needs would not provide satisfactory living quarters 
for growing families. Unfortunately, many young couples were forced 
to buy those crackerbox houses because they were the only ones avail- 
able. Now, many families with 2, 3, and 4 children are being forced 
to seek larger homes. 

Housing is needed to replace the thousands of units which are being 
torn down in advance of large-scale highway, slum clearance and other 
projects which have displac ed tens of thousands of families from their 
homes. Additional thousands of houses are needed to replace homes 
destroyed by disaster and demolition. Finally, a tremendous number 
of houses is needed to replace the one-third of our housing units which 
are substandard. 

In the face of these requirements, a construction rate of even 1.4 
million units a year is far from enough to meet the Nation’s minimum 
housing needs. As long ago as August 1953, the A. F. of L. pointed 
out that if we are to meet housing needs we must build at least 2 mil- 
lion units a year. This estimate has since been endorsed by many other 
experts. It was an estimate which was made taking full account of 
the anticipated temporary decline in new family formation. The 
fact is that if housing construction should average as much as 1.5 mil- 
lion units between now and 1970, we would still have 14 million sub- 
standard units occupied at that time, or only 1 million less than the 
number of unhabitable units now in use. 

Thus, contrary to claims which are being made, even the relatively 
high rate of construction we. have had in the past few months is far 
from adequate. Yet there are some indications that we may be facing 
a reduced rate of housing construction and that total housing con- 
struction this year may not even equal the 1950 rate. The annual 

rate of housing construction, on a seasonally adjusted basis, has been 
falling quite steadily since December. In April, housing construc- 
tion rose less than would be expected for the month. During both 
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March and April the number of new dwelling units started was less 
than in the comparable months of 1950. Unless there should be a 
more than seasonal increase in the coming months it is quite possible 
that total starts this year may be as low as 1.3 or even 12 million 
units. The New York Journal of Commerce, of April 11, 1955, 
commenting on prospects for housing activity, stated : 

* * * it is difficult to make a case, on the basis of the statistical evidence, 
for a tremendous housing construction boom throughout 1955. It may well be 
that, before the year is over, those who now are predicting new highs will be 
willing to settle for a total about the same as last year. 

Not only are we not building enough houses, but as I shall indicate 
in greater detail in a moment, and as Mayor Clark stated in his very 
fine statement, most of the houses that are being built involve costs 
entirely out of line with the incomes of the families with the most 
urgent needs. Practically no houses are being built for the lowest 
income families and current prices for new housing are much too 
high for most middle-income families. Unless housing programs are 
developed which will assure a large volume of housing construction 
for low and middle-income families at costs they can afford, there is 
no prospect for a sustained high level of housing construction. On 
the contrary, as scattered signs already indicate, the likelihood is 
that we will have a construction rather than an expansion of housing 
activity. 

The t roposed Housing Amendments of 1955, as the very title of the 
bill meh, clear, completely fails to lay the groundwork for a funda- 
mental attack on the Nation’s housing problem. As the Housing 
and Home Finance Administrator admitted in his testimony before 
your committee this week, the proposed legislation provides no new 
programs. The Administration ey believes that the legisla- 
tion enacted last year was so perfect that only minor changes are 
needed now. 

The A. F. of L. takes sharp issue with the Administration’s ap- 
praisal of its own housing program. This program does not measure 
up to the Nation’s total housing needs; it does not encourage the 
building of housing geared to family income; and its so-called urban 
renewal scheme does not provide the basis for sound replanning and 
redevelopment of our cities. What is urgently needed now is not the 
few minor amendments the Administration has proposed but a bold 
comprehensive total housing program which will meet the Nation’s 
fundamental housing requirements. 

The Housing Act of 1954 limited publicly aided low-rent housing 
construction for this fiscal year to 35,000 units, but placed such crip- 
pling restrictions on even this pitifully inadequate authorization 
that virtually no units have actually been built. Now, the Adminis- 
tration proposes only minor changes in the provisions of the 1954 
act. H. R. 5827 would limit construction to 35,000 units a year for 
a 2-year period. Although it is not quite as restrictive as the law 
now in effect, the maximum number of units authorized for construc- 
tion in any community would still be restricted to the number of jow- 
income families to be displaced by urban renewal or other govern- 
mental activities. ; 

This proposal does not begin to meet the needs of low-income fami- 
lies for decent housing. That need is as great today as ever before, 
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but except for the insignificant trickle of public housing, no houses 
are being built that low-income families can afford. The so-called 
section 221, low-cost private housing program, provided for in the 
Housing Act of 1954, has thus far been a complete failure. There 
is no evidence whatsoever that this program will ever develop to any 
appreciable extent. Despite sporadic claims by private builders that 
they can provide housing at costs commensurable with rents in low- 
rent public housing projects, it is clear that there is no possibility 
that private speculative builders will make available any appreciable 
number of houses within the means of low-income families. 

Thus even in the present housing boom, virtually nothing is being 
done to improve the living conditions of low-income families. Low- 
rent housing is needed not only for the low-income families who are 
displaced by slum clearance, urban renewal, and other Government 
projects, but also for hundreds of thousands of other families living 
in slum dwellings which are not slated for clearance. 

We therefore urge speedy resumption of the full-scale low-rent 
public housing program contemplated in the Housing Act of 1949. We 
ask the Congress to authorize annual construction of at least 200,000 
low-rent public housing units to provide decent housing for low-in- 
come families. 

The proposed Housing Amendments of 1955 contain no provisions 
which would encourage construction of housing within the financial 
reach of middle-income families. Yet there can be no doubt that new 
housing now being made available involves rents and selling prices 
far too high for most middle-income families. 

Earnings of factory workers currently average about $75 per week. 
Assuming that such a worker pays as much as 20 percent of his in- 
come for housing, the maximum that he can afford to pay is $65 a 
month. Yet according to the Bureau of Labor Statistics, Rete the 
first quarter of 1954, the average house built in metropolitan areas had 
a selling price of $12,300 which involved for its purchaser a monthly 
housing cost of about $125. 

No recent information is available on the selling prices of houses 
built under the FHA program, but information at hand indicates 
that sales prices of VA houses have been sharply increasing. By the 
early part of this year, four-fifths of the new and proposed homes for 
which VA home loans had been closed involved sales prices of $10,000 
or more as compared with only 63 percent at this level 2 years ago. 
What this means is that 80 percent of all VA-guaranteed homes in- 
volved costs at least 35 percent more than the average factory worker 
could afford. Yet there is every indication that prices will rise even 
higher in the months to come. 

The proposed Housing Act of 1950, which was introduced by the 
chairman of this committee, and was reported favorably in that year 
by this committee to the Congress, contained the basic principle for 
making good housing available to middle-income families at costs they 
could afford. The core of that principle was the provision of low- 
cost, long-term loans for housing for middle-income families. 

The present interest rates of 414 to 5 percent under the FHA and 
VA programs are entirely too high in the light of the virtually com- 
plete lack of risk to the lender. Private lenders should make loans 
under these programs at considerably lower interest rates. But if 
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private lenders do not reduce interest rates for middle-income housing 
loans, the Federal Government should make such loans available at 
lower rates. ; : 

In order to make possible an effective program of middle-income 
housing, we recommend establishment of a mortgage bank for coopera- 
tive and middle-income housing similar to the agency proposed in the 
Housing Act of 1950. This quasi-public bank should make available 
loans at the cost of money to the Government plus one-half percent, 
approximately 3 percent, for 40 years, such loans to be made available 
for cooperative, non-profit rental, and sales housing for middle-income 
families. Such loans should be made up to 95 percent of the construc- 
tion cost. 

We would stress the fact that a long amortization period for repay- 
ment of a housing loan is appropriate only if it is combined with a 
low interest rate. Interest rates today are so high that the home pur- 
chaser is saddled with total costs over the life of the mortgage double 
or triple the selling price. With a 3 percent interest rate it would 
be possible to take advantage of amortization periods up to 40 years 
without unduly burdening the buyer, and yet permitting a consider- 
able reduction of monthly housing costs. 

The so-called urban renewal program which was launched with 
considerable fanfare last year has hardly begun to function. In our 
testimony before this committee last year we directed the attention of 
the committee to some basic misconceptions in the urban renewal pro- 
gram. We indicated at that time that the excessive emphasis on re- 
habilitation was misplaced and that the effect would be to encourage 
the overuse of existing housing. 

Although the urban renewal program is still not off the ground, it 
is clear that its undue stress on so-called rehabilitation and conserva- 
tion of slum areas will not encourage a healthy growth of our urban 
communities. The A. F. of L. does not oppose rehabilitation of exist- 
ing dwellings where such rehabilitation will produce livable homes 
in decent neighborhoods. But there simply is not a large number of 
dwellings now occupied which can be modernized or patched up for 
long-continued occupancy. At most, there are perhaps 200,000 units 
a year which can be properly and effectively rehabilitated. There- 
fore, it is clear that what is needed primarily is not patching up of 
rundown dwellings, but clearance of blighted slum areas and funda- 
mental and lasting urban redevelopment. 

H. R. 5827 provides an additional $500 million authorization for 
urban renewal, slum clearance, and urban redevelopment. We rec- 
ommend this increase in the authorization, but we urge that the pro- 
gram be redirected to its original objective of clearance of unlivable 
slums and genuine city rebuilding. At the very least, we urge that the 
Congress make it unmistakably clear that financial aid must not be 
denied to communities undertaking effective slum clearance and urban 
redevelopment programs. Furthermore, financial assistance for re- 
habilitation and conservation should be authorized only when, from 
the long-term viewpoint, such activities are feasible and economical 
and will produce livable homes in sound neighborhoods. 

We have already recommended a program of low-cost long-term 
loans for middle-income housing, including as a major part of the 
program, cooperative housing. We urge that the committee accept 
this recommendation and recommend its adoption by the Congress. 
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_ Until this program is enacted, however, we recommend strengthen- 
ing of the existing FHA 213 cooperative housing program by enact- 
ment of H. R. 5663 introduced by Congressman Patman. The major 
provisions of this bill would: 

(a) Restore the previous provisions which allowed mortgages for 
cooperative housing on a replacement cost rather than value basis. 
This change has necessitated such large downpayments that it has 
crippled the cooperative housing program. We urge return to the 
previous provision. 

(6) Establish a $50 million revolving fund in the Federal National 
Mortgage Association to make available financing for cooperative 
housing projects unable to procure financing in the open market. 

(c) Restore the post of assistant commissioner of FHA for coop- 
erative housing. 

(d) Increase the maximum mortgage on cooperative housing proj- 
ects from $5 million to $30 million in order to permit construction of 
large projects. 

As a representative of the cooperative league is here this morning, 
and will amplify this considerably, I wil] merely say at this time that 
we endorse the enactment of this bill. 

We understand that a number of bills have been introduced to en- 
courage construction of housing suitable for elderly single individuals 
and couples. We have not given detailed consideration to these pro- 
posals, but we recognize that the problem of making available suit- 
able housing for the aging is becoming ever more serious. Two prom- 
ising approaches to this problem are: (1) The provision of units for 
the aging in low-rent public housing, over and above the units we 
have recommended for the existing program, along the lines of Con- 
gressman O’Hara’s proposal; and (2) assistance for cooperative hous- 
ing for the aging. We urge that the committee direct serious attention 
to this issue. 

Purchasers of homes under the FHA and VA programs should be 
given protection through a lapsed payments plan. This would estab- 
lish a revolving fund out of which monthly payments could be main- 
tained in the event a home buyer is forced to miss monthly payments 
by unemployment, illness, death in the age: or other emergency. 
The mortgagor would be expected to make slightly higher monthly 
payments to make up for the lapsed time and reimburse the revolving 
fund. 

The Federal Government should not provide financial assistance for 
projects which involve substandard wages for any employee. We, 
therefore, ask that housing built under the FHA and VA programs, 
as well as all other programs involving Federal financial assistance, 
be made subject to the requirements for the payment to all employees 
of wage rates prevailing in the locality, as determined by the Secre- 
tary of Labor. 

In conclusion, adoption of the recommendations we have made would 
provide the impetus for a bold fundamental attack on the Nation's 
housing problem. We are convinced that enactment of these pro- 
posals would assure a rate of housing construction sufficient to meet 

‘otal housing requirements; it would bring good housing within the 
inancial reach of all families; and it would provide the basis for far- 
es thing replanning and redevelopment of our urban communities. 
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Finally, it would assure that housing would play a full role in 
helping to achieve and maintain economic prosperity. ; 

We urge your committee to give these proposals your sympathetic 
consideration and to recommend their enactment to the Congress. 

Mr. Chairman, I have attached to my statement the resolution on 
housing unanimously adopted by the 73d convention of the American 
Federation of Labor held last September, and I respectfully request 
that this resolution be included in the record of the hearings. 

Mr. Brown. It may be made a part of the record. 

(The resolution is as follows :) 


RESOLUTION ON HousInac UNANIMOUSLY ADOPTED BY THE 73D CONVENTION OF THE 
AMERICAN FEDERATION OF LABOR, HELD IN LOS ANGELES BEGINNING SEPTEMBER 
20, 1954 


Whereas the current housing construction rate of about 1 million units a year 
must be doubled to make available livable homes to the nearly one-third. of 
American families forced to live in dwellings below even minimum standards for 
family living and to meet the additional needs of our rapidly expanding popu- 
lation, and 

Whereas a doubled rate of housing construction is essential to help maintain 
economic prosperity and full employment, and 

Whereas the overwhelming proportion of the additions to our housing supply 
must come from new construction and cannot be made available by haphazard 
paint-up and patch-up schemes such as the socalled “urban renewal” program 
sponsored by the administration, and 

Whereas the requirements of low and middle-income families who have the 
most desperate need for decent housing at rents and selling prices they can 
afford have been virtually ignored in Goyernment programs of financial assist- 
ance to private speculative builders, and 

Whereas Congress, in the Housing Act of 1954, has tragically weakened the 
Nation’s housing program by: 

(1) Limiting low-rent public housing construction to a token 35,000 units for 
1 year despite overwhelming evidence that only low-rent public housing can 
make available decent homes to low-income families at rents within their means. 

(2) Providing additional incentives to speculative builders to continue to con- 
centrate on construction of high-priced houses while doing nothing to assist con- 
struction of moderate-priced homes that workers and other middle-income fam- 
ilies can afford. 

(3) Taking only incomplete and largely ineffective measures to inject urgently 
needed safeguards in the programs of Federal assistance to speculative builders 
and mortgage lending institutions despite the shocking evidence of widespread 
frauds in the mortgage insurance program administered by the Federal Housing 
Administration which have permitted unscrupulous builders and contracts with 
the connivance of FHA officials to despoil building trades workers, consumers, 
and the Government of hundreds of millions of dollars: Therefore be it 

Resolwed, That the delegates to the American Federation of Labor Conven- 
tion assembled in the City of Los Angeles, Calif., go on record as urging the Con- 
gress to enact a housing program which will make possible a doubled rate of 
residential construction and will assure especially that the urgent needs of low 
and middle-income families for decent housing accommodations within their 
means are met. This program should include: 

(1) Resumption of the low-rent public housing program at an annual rate 
of at least 200,000 units a year. ' 

(2) An expanded urban redevelopment program providing necessary financial 
assistance to cities for slum clearance, replanning, and rebuilding of metropolitan 
areas. 

(3) Increased Federal assistance for housing for middle-income families 
through reduced interest rates and lengthened amortization periods. These 
homes should meet adequate standards of space, construction, and availability 
of community facilities. Priority for assistance under this program should be 
assigned to genuine cooperative and nonprofit housing. 

(4) Full protection of consumers in all housing programs involving Federal 
financial assistance in any form including: 
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(a) A strenghtened mandatory builder’s warranty against any structural 
defects that may develop within the first 2 years after completion of the house. 

(b) A “lapsed payments” plan permitting home purchasers to postpone regular 
payments for a limited period when forced to do so by unemployment, illness, 
death in the family, or other unpreventable causes. 

(c) Establishment of an advisory committee to the Housing and Home Finance 
Agency representing labor, home owners, tenants and other consumer interests. 

(5) Requirements for payment of the prevailing wage to all workers engaged 
in construction under federally assisted housing programs; and be it further 

Resolved, That the American Federation of Labor take action to secure intro- 
duction and enactment of this program early in the next session of Congress. 

Mr. Brown. Mr. Wolcott? 

Mr. Wotcortr. No questions? 

Mr. Brown. Mr. Multer? 

Mr. Mo rer. No questions. 

Mr. Brown. Mr. O’Hara? 

Mr. O’Hara. I wish to congratulate the witness on the very splendid 
statement he has made on the housing problem. 

My concern has been, as you have outlined to all of us, that we have 
a housing program that has not reached the low-income or the average 
income group of the American people, and apparently we are mak- 
ing no progress in meeting the need of that group. 

I always have had confidence in the ingenuity of private indus- 
try in America, and I know that has always been true of the 
American Federation of Labor. Now, why is it that with all the 
ingenuity we have in the construction field that builders have not 
devised some kind of a residence that can be built and sold to this 
great number of people who have an income of $75 or $80 a week? 
I know you have given much thought to this. What is your 
conclusion ? 

Mr. Seman. Yes, sir, we have given a great deal of thought to 
this problem. 

Of course, not everything has been done by any means to improve 
the efficiency of the construction industry to the point where the actual 
construction costs can be reduced to the lowest point that might be 
cbtainable, and more can be done along these lines. However, I do not 
by any means want to underestimate the actual increases in efficiency 
which have occurred in the construction, particularly, of the large 
scale housing projects. A great deal is being done along those lines. 
You may have seen an article in Business Week, a week or two ago, 
which describes the on-site prefabrication methods which are being 
used to reduce costs. 

We think that a major problem is the financing cost. We believe 
that the real problem is to reduce the monthly payments on the mort- 
gage. 

Now, you can do this in 1 or 2 ways or a combination of these 2 
methods: You can either increase the amortization period, the period 
over which the purchaser makes the payments on the mortage—in 
other words, you divide the total amount over a longer period—or 
you can decrease the interest rate, or you can do both. 

The tendency during recent years has been to increase the amortiza- 
tion period, We think the amortization period can be increased still 
further. But we wish to point out that the longer a person is paying 
interest, over an amortization period, the more he is paying, in the 
long run, for that house. ; 
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At the present time it is likely to run to 2% and even 3 times the 
original selling price, as it is given to him when he buys the house. 
Therefore, we say that the only way in which this problem can be met, 
ina way which would actually reduce the costs to the purchaser, and at 
the same time not force him to carry, over the long-term period, a cost 
which is far greater than the item which he is buying, namely the 
house, is to not only extend the amortization period but also to reduce 
the interest rate. 

We think that this is entirely feasible. We think that the interest 
rates are too high in view of the lack of risk to the lender. 

Mr. O’Hara. I was interested in your observation that if the inter- 
est rate were decreased, in the manner in which you have suggested, 
it would bring the cost of a home down to some considerable extent. 
How much would it reduce the cost, say, on a $10,000 home. 

Mr. Serpman. Well, it would depend 

Mr. O’Hara. You gave some percentage figure, if I recall correctly. 
I think you said it would reduce the cost a third. 

Mr. Semman. It might reduce it as much as a third in terms of 
monthly payments, particularly if combined with a longer amortiza- 
tion period. 

Mr. O’Hara. That is one way of bringing housing more within the 
reach of our low-income people. 

Mr. Seman. Yes, sir. 

Mr. O’Hara. We can’t reduce the costs of construction at the pres- 
ent time. We can’t reduce the labor costs. But we can reduce 
materially the cost of homes by a different system of planning, lower 
interest rates, and possibly the establishment of a new assistance 
program by the Government. Does this follow the lines of your 
suggestions, which I have found most constructive and helpful? 

Is that your suggestion ? ; 

Mr. Seipman. Yes, sir, Mr. O’Hara; that is the suggestion we are 
making, and we think further efforts can be made and are being made 
to reduce construction costs, but we don’t think they can be reduced 
fast enough or low enough to meet this fundamental problem. 

Mr. O’Hara. Am I correct in this? ZThe American Federation of 
Labor is interested in the continuance of the construction trend? 

Mr. SEmeERMAN. Yes, sir, we want expanded construction. 

Mr. O’Hara. And your interests, in this regard, are exactly the 
same as those of private industry, the builders? 

Mr. Serpman. I am sure that in that regard our interest is the same 
as that of the builders. Not only do we have a large proportion of 
our membership in the building industry, but we are also interested 
in housing as consumers of housing. 

Mr. O’Hara. I recall that back in the 1920’s that the depression 
was hastened and deepened by the curtailing of construction. We do 
not want that to happen again, but it can happen if we continue to 
build only homes which are beyond the financial reach of many of our 
people in the modest-income group. 

Mr. Seman. I believe that is true. I think that what is happen- 
ing today is that many of the people who are purchasing houses— 
young veterans, and young people generally, are buying houses at 
costs that they really can’t afford. They are paying one-third and 
one-fourth of their total income for housing, and even more, just 
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because that is the cost of the only houses available. But I think we 
will come to a day of reckoning. 

Besides that, it is the families even below that level that have the 
greatest need for housing, and as Mayor Clark emphasized, those 
parr can’t even begin to purchase houses. 

r. Brown. Will you yield? 

Mr. O’Hara. I yield. 

Mr. Brown. Mr. Seidman, you live in Washington ? 

Mr. Seman. Yes, sir. 

Mr. Brown. Could you come back next Thursday and finish your 
tectenony t We have some out-of-town witnesses who must leave 
today. 

Mr. Serpman. I will be glad to do that. 

Mr. Brown. If you don’t care to do it, we will go ahead. But we 
have the mayor of Syracuse and he wants to get back. Is it all right 
with you to appear next Thursday ? 

Mr. Seman. Certainly. I will have no further statement at that 
time, but there may be some further questions. I will be glad to 
return. 

Mr. Brown. Will you return at 10 o’clock Thursday morning? 

Mr. O’Hara. I have concluded my questioning, Mr. Chairman, but 
there may be other members of the committee who wish to question 
Mr. Seidman. He has been of great aid to us and his testimony has 
been outstanding. 

Mr. Brown. Yes, sir; we will expect you back at 10 o’clock on 
Thursday, Mr. Seidman. 

Mr. Serpman. Thank you, Mr. Chairman. 
atts Brown. We will fee now the mayor of Syracuse, Mr. Donald 

ead. 

Mr. Motrer. Mr. Chairman, by way of introduction of Donald H. 
Mead, the distinguished mayor of the city of Syracuse, in our great 
State of New York, may I say that the mayor has made a very fine 
record as a public servant in our State legislature, and then the people 
of his city elected him as their mayor, where he continues to do a good 
job, and even though I am of the opposite political faith, I wish to 
welcome one whom I consider to be a very good public servant. 

Mr. Meap. Thank you. 

Mr. Brown. You may proceed, Mr. Mayor. 

Mr. Meap. Thank you very much. 


STATEMENT OF HON. DONALD H. MEAD, MAYOR OF THE CITY OF 
SYRACUSE, N. Y. 


I am Donald H. Mead, mayor of the city of Syracuse, N. Y., and 
a member of the executive committee of the American Municipal 
Association, which represents 12,000 municipalities across the Nation. 

I am speaking to you today in behalf of that association. 

IT am also accompanied by my executive secretary, Mr. Richard F. 
Torrey, and there are also present two staff members of the American 
Municipal Association. 

Last year I had the honor of representing the American Municipal 
Association in testimony on the Housing Act of 1954. Even at that 
time, with only a few months service as mayor, I could appreciate the 
importance of urban renewal legislation. Now, a year later, I am ina 
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position to discuss urban renewal on the basis of some actual experi- 
ence, and with much greater feeling. I hasten to admit, however, that 
I do not even now consider myself an expert in the field. 

Those of us who are operating city officials recognize the immensity 
of the problem of blighted areas and slums in our communities, as I 
am sure you do, also. We have inherited the fruits of decades of 
neglect. Weare trying now to reverse the trend. 

We appreciate the help of the Federal Government. But to be per- 
fectly honest, we need more of it. Municipal finances are stretched to 
a breaking point. We are still trying to catch up from the war years 
in new schools and public improvements. 

It has been said, you know, that all governments are fishing in the 
same taxpayers’ pond—the Federal Government fishes with a net; the 
State governments with a hook and line, and the municipal govern- 
ments with a bent pin. 

Be that as it may, the job of clearing slums and redeveloping the 
land is expensive. 

Let’s look at the report of the President’s Advisory Committee on 
Public Housing which was released in December 1953. The commit- 
tee in its investigations and deliberations learned that there are at 
least 5 million dwelling units which should be demolished in the 
slum areas of our Nation’s cities. 

Indications were, the committee said, that the cost of eliminating 
each unit would be about $3,000, the Federal share of that being 
$2,000. 

Now, with 5 million units to be cleared—and assuming that our 
communities are able to hold the line against the spread of slum areas— 
the total cost of clearance would be about $15 billion. At the present 
ratio, that would mean a Federal share of $10 billion. 

Under the present law, with an authorization of $100 million a year, 
it would take our cities 100 years to wipe out slums. 

So you can see why the American Municipal Association is strongly 
in favor of increasing the amount of authorized Federal grants-in-aid 
from $100 million to $200 million per year as proposed by the Admin- 
istration. 

Even with the doubled authorization, it would take an estimated 50 
years to do the job and—again assuming we are able to hold the line 
against the spread of slums—we would have to look forward to the 
vear 2005 to complete the job. 

This being the case, it would be very important to retain the provi- 
sion in existing law for authorization of an additional $100 million to 
be used by the Urban Renewal Administration at the discretion of the 
President. 

I should like to refer to the provision in the bill increasing from 
$35 million to $70 million the amount which is exempted from the 10 
percent ceiling on loans and grants to municipalities in any one State. 

As you know, I came from one of the older and more populous 
States, where the effects of blight are bound to be more extensive than 
in the newer sections of the country. Moreover, our big sister—New 
York City, as I am sure Congressman Multer can attest—can swallow 
10 percent of any Federal aid without any material effect upon its 
digestion, its needs are so great. You will appreciate that this situ- 
ation is repeated in many of our great States in the Nation. 
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This additional allocation, therefore, is a vital necessity for those 
States which have a slum situation out of proportion to other States. 

I might also mention that the President’s Advisory Committee said 
that 15 million dwelling units are in need of rehabilitation at an aver- 
age cost of $600 each to accomplish the task. This means that $9 
billion must be spent to develop our conservation areas and prevent 
the growth of our blighted-housing areas. 

Perhaps you should know how our people feel about slum clearance. 
Recently we tried to get State legislation which would have made it 
easier for us to carry out a large-scale urban renewal program. We 
appealed to municipal officials and citizens groups throughout the 
State for support. We were amazed at the intensity of interest shown 
by all of them. Equally amazing was the unanimity among such di- 
vergent groups as manufacturers and chambers of commerce, AFL 
and CIO, bankers, contractors, building supply dealers, real estate 
men, women’s organizations, social agencies, and the press. 

I feel that the people are ahead of us in their appreciation of the 
importance of slum clearance and the urban renewal program in 
general. 

In Syracuse, even before the “workable program” requirement be- 
came a matter of law, we had been expanding our slum elimination 
activities by code enforcement and other local means. 

Our enforcement experience and our planning studies have made 
us realize the seriousness of the relocation problem. Weare also aware 
of the importance of the conservation and rehabilitation areas which 
flank the areas requiring outright clearance. 

With respect to the renewal of such areas, may I comment on the 
amendment which I understand is being proposed -by the National 
Association of Real Estate Boards. This amendment would author- 
ize Federal insurance of local assessment bonds issued by local agencies 
concerned with improving these conservation areas. This proposal 
was brought to my attention only a few days ago and we have not 
had adequate time to fully analyze it. It appears, however, that it 
is worth considering as another tool in attacking one phase of the 
overall problem. 

In further reference to the possibility of using the conservation and 
rehabilitation areas to help solve the relocation problems, may I offer 
these observations: 

Some large homes in the conservation areas which are in good con- 
dition might be purchased and be used for public housing purposes. 
It is my understanding that this plan is possible under the existing 
law. In the past, such use of existing houses for housing of low- 
income families was viewed unfavorably by the Public Housing Ad- 
ministration, but this agency is now more open-minded on the subject. 

Therefore, I need os call your attention to this possibility and to 
urge you to study it further, with a view to elaborating and improv- 
ing the existing provisions covering such operations by amendments, 
if such are needed and are found feasible. 

One other matter bearing on the relocation problem: May I again 
suggest this year that section 221 (Relocation Housing) be further 
amended to make residents of the conservation and rehabilitation areas 
eligible, as well as residents of the redevelopment areas, even though 
they may not be displaced by governmental action. 
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This provision is needed to create some vacancies in the conserva- 
tion area in order to move in families displaced from nearby redevel- 
opment areas, a move which would be in conformity with the natural 
disposition of many families to remain in the general neighborhood 
where they live. We suggest specific language in appendix A. 

May I also state that we are very much in favor of the proposed 
amendments to sections 102 (d),110 (b) (2), and 110 (c) of the Hous- 
ing Act of 1949, as amended, full text of which is attached as appendix 
B. These amendments have been prepared by the National Associa- 
tion of Housing and Redevelopment Officials, who made a thorough 
study of the subject. 


Attached to this testimony, as appendix C, are also two other pro- 
posed amendments to sections 220 and 221. These were prepared by 
one of my officials who has made a special study of the operation of 
these two sections, and has actually tried to put them to use. I com- 
mend them to your consideration. While I am unfamiliar with the 
details of these proposals, I can see how they might be helpful. 

In behalf of the American Municipal Association, and myself, may 
I express my deep appreciation to you for listening to our views on 
this important legislation. 


APPENDIx A 


PROPOSED AMENDMENT TO SECTION 221 (A) OF THE NATIONAL Houstine Act 
oF 1949, As AMENDED 


Insert after the words “in order to.assist relocating families” the following: 
“from urban renewal areas and in relocating families”. 

Delete the words “to be so displaced” after the words “in his judgment are 
necessary to secure to the families” in the first proviso of the second sentence 
of this subsection. 

Delete the word “so” after the words “to be needed for the relocation of 
families to be” and insert after the word “displaced” the words “because of 


governmental action” in the second proviso of the second sentence of this sub- 
section. 


APPENDIx B 


Section 110 (c) of the Housing Act of 1949, as amended, is hereby amended by 
inserting after the word “improvements” and before the semicolon in clause (2) 
of the second sentence of this subsection: “and the provision of technical assist- 
ance to owners and tenants for repairs and rehabilitation of buildings or other 
improvements”. 

Section 110 (c) of the Housing Act of 1949, as amended, is hereby amended 
by striking the word “voluntary” in clause (1) of the third sentence of this 
subsection and by inserting after the words “urban renewal plan” and before 
the semicolon in clause (1) of the third sentence of this subsection: “including 
the provision of technical assistance to owners and tenants for such repairs and 
rehabilitation”. 


APPENDIx C 


ProposeED AMENDMENTS TO SECTIONS 220 AND 221 oF THE NATIONAL HousiIne Acr 
INCREASING MORTGAGE INSURANCE LIMITS FOR NONFROFIT CORPORATIONS TO 100 
PERCENT OF VALUE OF CosT 


It is recommended that section 220 of the National Housing Act (as added by 
the Housing Act of 1954) be amended by adding at the end of paragraph (3) 
(B) (ii) of subsection (d) the following: “not to exceed 100 per centum of the 
total actual development cost of the project as determined by the Commissioner, 
in case such project is undertaken by a mortgagor of the type described in para- 
graphs (2) (B) of subsection (d) and the mortgaged property is held by such 
type of mortgagor; and * * *.” 
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It is also recommended that section 221 of the National Housing Act be amended 
by deleting from paragraph (d) (3) the words: “$6,600 per family unit for such 
part of such property or project as may be attributable to dwelling use, except 
that the Commissioner may by regulation increase this amount to not to exceed 
$8,600 in any geographical area where he finds that cost levels so require, and not 
in excess of 95 per centum * * *” and by inserting the words : “$8,000 per family 
unit for such part of such property or project as may be attributable to dwelling 
use, except that the Commissioner may by regulation increase this amount to 
not to exceed $9,000 in any geographical area where he finds that cost levels so 
require, and not in excess of 100 per centum * * sd 


EXPLANATIONS 


There is an obvious need for improvement of the plan for rehabilitation of 
existing dwellings and construction of new ones in renewal areas under section 
220 of the National Housing Act, and for rehabilitation and new construction of 
homes under section 221 of the above act for relocation of families displaced 
by governmental action. 

A series of previously proposed amendments to both sections should help 
overcome the deficiencies in the existing plan. However, without the amend- 
ments described above, they are unlikely to be sufficient to achieve full use of the 
benefits of sections 220 and 221 in cities like Syracuse or smaller communities. 

The present law (Housing Act of 1954) provides for not to exceed 90 percent 
mortgage insurance when mortgagor is a body qualifying under paragraph (2) 
(B) of subsection (d) of section 220; and not to exceed 95 percent of mortgage 
insurance on projects of at least 10 dwelling units where mortgagor is a non- 
profit corporation qualified under paragraph (3) of subsection (d) of section 221. 

Not enough incentive is provided for private builders and developers to con- 
struct new homes under these sections, as long as they can build in their accus- 
tomed fashion under other sections of the National Housing Act. Only special 
eivic-minded organizations and nonprivate corporations can afford to work for 
achievement of the purposes of sections 220 and 221. Such nonprofit corporations 
would be impeded by lack of equity, since they have no profits in the venture 
to invest in an equity. Neither can they obtain equity by utilizing such devices 
as claiming an “increment” in land value due to development of the project. 
Cash equity can be obtained by nonprofit corporations only through donations or 
stock subscriptions of charitable nature. This is not easy. 

The prospect of ordinary builders or developers making wide use of section 
220 is further diminished by the additional risk involved in building or rehabili- 
tating existing structures in renewal areas. In a city like Syracuse, the de- 
mand for residential land in the renewal areas is offset by the availability of 
land in nearby good, old-fashioned, residential areas containing many extra 
large lots originally developed for large homes. 

The conservation and rehabilitation sections of the renewal areas adjacent to 
the sections to be cleared are naturals for relocation of families displaced by 
clearance. Yet future demand for residential use in such areas is affected by 
continued private residential construction on the periphery of the city. 

The most that can be accomplished in the conservation and rehabilitation areas 
is to bring them up to a reasonable standard and to keep them in such condition 
for a limited period of time, say 20-25, or 30 years at the outside. It will then 
be necessary to liquidate and rebuild them as is to be done with our slums, 
excepting that there may be a chance of preventing the creation of future slums, 
in the present sense of the word. This chance may be greater if these con- 
servation areas, occupied by outmoded dwellings now 50 to 80 years old, are, to 
some extent at least, in the hands of nonprofit corporations. Such owners would 
maintain the conservation areas in proper condition even if some tenants could 
not or would not pay enough rent to enable private owners to maintain the 
a Code enforcement may not be effected where sound economics inter- 

ere. , 

Nonprofit corporations can be most effective in overcoming this situation, since 
they may, under special conditions, obtain some public aid not available to pri- 
vate owners. 

The effective use of nonprofit corporations tn conservation areas seems to be 
the only practicable way of slum prevention by economic means. The encourage 
ment for such corporations to establish and undertake projects under section 
220 should be a part of a renewal plan. Giving the advantages of 100 percent 
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mortgage insurance to private enterprise devoted to a public purpose is little 
different from 100 percent loan guaranties to a public housing authority. 

Who knows but what section 220—properly amended—may hold the answer 
to the problem of adequate housing for low-income families through utilization 
of obsolete-but-wholesome housing in conservation areas. By this device, we 
may be able to take advantage of the flexibility of private enterprise—which a 
private nonprofit corporation should retain—while safeguarding the public 


interest. 

Mr. Brown. Mr. Multer? 

Mr. Mutter. Just very very briefly, Mr. Mayor, I am sure that your 
suggestions will receive the consideration of the full committee, and 
we are very happy to have them. 

Mr. Meap. Thank you. 

Mr. Mutrer. May I ask to what extent your city has been able to 
build public housing and, if so, how many units ? 

Mr. Meap. We have 4 public housing developments in our city, 2 
Federal and 2 State, totaling approximately 1,400 units, and we have 
just recently contracted with the State of New York for an additional 
400 units. 

Mr. Mutter. Is it not a fact that you find that public housing helps 
eliminate juvenile delinquency and other crime incidence ? 

Mr. Meap. Yes, sir, I think it does; but I think it is related to clear- 
ing up a blighted and slum area. It is rather difficult to evaluate just 
how much money you spend in those areas. 

Mr. Mutter. Is it not a fact that your biggest policing problems 
are in the slum areas? 

Mr. Meap. No question about that, sir. I think that is true of fires, 
too. I think most of our fire alarms come from those areas. 

Mr. Mutrer. I used the word “policing” in its most general public 
sense, referring to all of the protective services that a city must give 
to its people. You will find the largest amount of money spent and 
the greatest amount of manpower is used in the slum areas, not only 
for the protection of the slum areas themselves, but the entire city, 
from the crime viewpoint and the fire and sanitation viewpoint? 

Mr. Meap. No question about that. 

Mr. Mutrer. Thank you. 

Mr. Brown. Dr. Talle? 

Mr. Tae. No questions. 

Mr. Brown. Mr. Vanik? 

Mr. VanrK. No questions. I concur in the recommendations made 
by the Mayor. 

Mr. Brown. Mr. Bass? 

— No questions. 

Mr. Brown. Mr. Mayor, we are delighted to have your s ; 

Mr. Meap. Thank you, Mr. Cicomee eiaataiaccuan 

Mr. Brown. The committee will recess, to reconvene next Thurs- 
day at 10 o'clock. 

(Whereupon, at 12:12 p. m., the committee rece 
at 10 a. m., st Saxe. 1955.) earns 
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THURSDAY, JUNE 2, 1955 


Houser or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., Hon. Brent Spence (chairman) 
presiding. 

Present: Chairman Spence and Messrs. Brown, Patman, Multer, 
Barrett, O’Hara, Mrs. Buchanan, Mrs. Sullivan, Fountain, Vanik, 
Davidson, Talle, McDonough, Widnall, Hiestand, Nicholson, and 
Bass. 

The CuarrMan. The committee will come to order. 

We will resume hearings on H. R. 5827. 

The clerk will call the first witness. 

Mr. Hauianan. Mr. Bert Seidman, representing the American Fed- 
eration of Labor. Mr. Seidman had completed his prepared statement 
at the last session of the committee, and is here to answer any further 
questions that the committee might have. 

The CHarrMan. I regret very much that I will be compelled to leave 
shortly. I have taken pleasure in reading your statement, Mr. 
Seidman. 

Mr. Semman. Thank you very much, Mr. Chairman. I shall be 
glad to answer any questions the members of the committee may have. 

The Cuarrman. Are there any questions? 

If not, you may stand aside. Thank you very much, Mr. Seidman. 

Call the next witness, Mr. Clerk. 

Mr. Hatxianan. The next witness is Mr. Henry Bubb, representing 
the United States Savings & Loan League. 

The Cuarrman. Mr. Bubb, you may proceed as you desire. 


STATEMENT OF HENRY A. BUBB, CHAIRMAN, LEGISLATIVE 
COMMITTEE, UNITED STATES SAVINGS & LOAN LEAGUE 


Mr. Buss. Thank you, Mr. Chairman and members of the commit- 
tee, 1 am Henry A. Bubb of Topeka, Kans., president of the Capitol 
Federal Savings & Loan Association of Topeka, and chairman of the 
board of directors of the Federal Home Loan Bank of Topeka. I 
appear as chairman of the legislative committee of the United States 
Savings & Loan League. 

On behalf of the officers and members of the league, I wish to express 
my appreciation to the committee for the opportunity to state our 
views on legislation dealing with housing, and with the Federal stat- 
utes which affect our savings and loan institutions. The league is the 
63-year-old nationwide organization of the savings and loan institu- 
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tions. Its membership consists of some 4,100 local savings and loan 
associations, cooperative banks, homestead associations, and building 
and loan associations. In addition, we have affiliated with us 49 State, 
district, or Territorial leagues of savings and loan institutions, and 13 
regional groupings of this type of financial institutions. All in all, 
the league’s membership comprises 85 percent of the assets of the sav- 
ings and loan system in the United States and its Territories, and I 
should like to emphasize that I am including in this total both the 
State chartered and the federally chartered associations. 

Last year Congress did a comprehensive rewriting of the basic laws 
relating to the Government’s participation in housing, and the league 
testified in detail at that time. To save the committee’s time, we plan 
to present our comments as briefly as possible at this time. 

Extension of title I of the National Housing Act: The league favors 
the extension of the title under which the FHA insures home repair 
and modernization. 

Provisions relating to FHA mortgage insurance: At the request 
of Housing Administrator Cole and FHA Commissioner Mason, the 
league presented on March 25 its views on the proposals regarding 
FHA made by the Hoover Commission on Organization of the Ex- 
ecutive Branch of the Government as reported to the Congress. 
The statement which we presented to Mr. Cole and Mr. Mason is at- 
tached and, with your permission, Mr. Chairman, I submit it with this 
testimony to become part of the record. 

The Cuarrman. Without objection, it may be inserted in the record. 

(The material referred to is as follows :) 


RECOMMENDATIONS ON FHA 
I. Requirements for mutualization 


1. Terminate the participating dividends to borrowers. 

2. Set maximum terms at 80 percent, 20 years for existing homes and 90 per- 
cent, 25 years for new homes. 

3. Increase the insurance premiums to 1 percent. 

4. Limit claim payments to 90 percent of unpaid balance (90-10 coinsurance). 

5. Eliminate the Federal guarantee of debentures. 


Il. Steps which can be taken immediately 


1. Terminate participating dividends to borrowers. 

2. Reduce loan terms to 80 percent, 20 years for existing houses and 95 percent 
of first $7,000 and 70 percent of excess for new houses for 25-year maturities. 

3. Make a one-time charge to the borrower of 3 percent of the excess of loan 
over 60 percent of value, such charge to be added to the loan and amortized 
over the first 24 months. 

4. Pay 100 percent of claims only to those lenders whose loss claims after 
effective date are less than 50 percent of premiums paid after effective date. 
Lenders exceeding this ratio would receive 95 percent of unpaid balance. (This 
is a modified 95-5 percent coinsurance. ) 


SuPpPorRTING MATERIAL ON FHA RECOMMENDATIONS 
GENERAL 


The United States Savings and Loan League believes that a sound FHA pro- 
gram can definitely make a contribution to housing. The benefits and advan- 
tages of the FHA plan were intended to result from the insurance principle of 
spreading the risk over a tremendous number of widely divergent loans and bor- 
rowers. Benefits were not intended by Congress to stem from Federal subsidy. 

In actual practice the insurance principle has been so badly diluted that the 
program is not self-sufficient and requires a heavy backstopping from the Treas- 
ury. The reserves of about 2 percent are grossly inadequate compared to private 
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lenders with reserves of around 10 percent. If the risks assumed by the FHA 
are brought in line with the reserves, or vice versa, the program will become self- 
sufficient, will conform to congressional intent, and will be immune from legiti- 
mate criticism by private lenders. To do this requires that the risk be reduced 
and/or income and reserves increased. 

Group number one of the recommendations reflects those changes required to 
put FHA on a proper basis. Group number two of the recommendations provides 
for a more gradual transition and represents changes which are more feasible 
politically and would avoid the risk of any sudden effect on the economy. 


BRIEF EXPLANATION OF RECOMMENDATIONS 


I, Requirements for mutualization 


1. Terminate the participating dividends to borrowers. 

This is the quickest, easiest, and least painful way to increase FHA income and 
reserves. Up to 1953, $47 million had been returned to borrowers and another 
$60 million was earmarked for distribution to be repaid under the present pro- 
gram. This “windfall to mortgagors” (words used by Administrator Cole before 
Senate committee), plays an insignificant part in encouraging home ownership or 
popularizing the FHA. It can be likened to the $160 interest gratuity for VA 
loans which was dropped by Congress practically unnoticed and unprotested. 
Actually, the insurance premium is collected to meet losses over a total cycle. 
Until there has been a total cycle there is no true basis for a refund. Under pres- 
ent procedures all of the losses will have to be met out of one group of loans and 
the risk has not been truly pro-rated. The point is well summarized by Com- 
missioner Hollyday before the Senate Banking Committee (Housing amendments 
of 1953) : “I think the following is quite important gentlemen: The anomaly of 
substantial dividends to mortgagors while the Treasury is exposed to appreciable 
expense on account of the system is a consequence of inadequate provision for 
spreading the burden of contingent cyclical losses throughout the entire system 
of group accounts.” 

The President’s Housing Advisory Committee, in recommending major modi- 
fication of the mortgage insurance system, had this to say: ‘The final major factor 
which has limited the accumulation of surpluses to meet future losses has been 
the extent of participating shares distributed to terminating mortgagors. This 
factor continues in effect although partially abated by the legislative action in 
the Housing amendments of 1953, and constitutes the main objective of the spe- 
cific proposals listed below for carrying out recommendation number 12.” 

2. Set maximum terms at 80 percent, 20 years for existing homes and 90 per- 
cent, 25 years for new homes. 

Until reserves are built up to a higher level some reduction must be made in 
the new risk assumed. These terms represent liberal lending and exceed the 
terms typically offered without insurance. It seems irrefutable that present re- 
serves for FHA are grossly inadequate. This inadequacy has been pointed out 
by the Hoover Commission, the Hoover task force, the President’s Advisory Com- 
mittee on Housing, and the FHA itself. 

According to exhibit seven of the President’s Advisory Committee on Housing 
based on figures supplied by the FHA, section 203 mutual mortgage insurance 
fund has estimated available surpluses of $151,900,000 against unpaid balances 
outstanding of $9,196,100,000 as of June 30, 1953. This is a reserve ratio of ap- 
proximately 1.6 percent. The FHA itself estimated the reserve requirements at 
that time to be $245,500,000, indicating approximately a $100 million “shortage.” 
Savings and loan associations have reserves against conventional loans of ap- 
proximately 10 percent. The following exchange before the Senate Banking 
Committee in 1953 bears out the point: 

“Senator Dovuerias. * * * would you regard this as a very adequate reserve, 114 
percent, against maintaining 83 percent of value at the time of construction? 

“Mr. Hottypay. No, sir, but I do think you have to bear in mind that we get 
back properties, and we are not under enforced liquidation. 

“Senator Dovuetias. I understand, but after all, you only have a sector of the 
real-estate market. 

“Mr. Hotrypay. Yes. 

“Senator Douctas. Suppose there is a general decline in the real-estate market? 

“Mr. Core. That is one of the reasons why we suggest in this bill that we 
strengthen the reserves.” 


63137—55——14 
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At another point Commissioner Hollyday describing an FHA study of possible 
losses said: “The difference of $77,399,716 constitutes the prospective liability of 
the United States Treasury for payment of MMI fund debentures which the MMI 
system would have issued but been unable to redeem if a depression had started 
at the beginning of this year.” 

In the report of the President’s Housing Advisory Committee you will find 
this comment: “The subcommittee has been informed that in the event of an im- 
mediate depression the FHA surplus accounts in the mutual mortgage insurance 
system might be as much as $70 million to $100 million or more below the amounts 
required by the most serious assumed standards of losses. This amount may be 
considered an approximate measure of the inadequacy of the accumulation of 
assets resulting from a more than normal period of prosperity.” 

The Hoover task force on lending agencies had this to say: “While FHA is 
sometimes represented as being one of the business-type Government corpora- 
tions, the fact is generally conceded that there would be no market for the loans 
which it insures were it not for the Government guaranty behind the debentures 
a lender will receive in the event that he forecloses an FHA-insured loan, So 
there is a contingent liability of the Government with respect to the total amount 
of FHA-insured loans outstanding at any time, less the amount of loss reserves 
that have been accumulated by FHA to meet the contingencies. The long-range 
adequacy of the reserves for that purpose has been questioned by thoughtful 
students of the subject.” The Hoover Commission report on lending agencies 
contains this comment: “As noted earlier, the $17,921,863,000 of mortgages 
insured by the Federal Housing Administration as of June 30, 1954, is supported 
by reserves and surplus of $338,826,000 or a reserve of about 2 percent which 
compares with a reserve generally carried by private savings banks on out- 
standing home loans of 6 percent. It seems to us that the adequacy of Federal 
Housing Administration reserves should be thoroughly explored, particularly in 
view of the low minimum equities which have been required in many of these 
loans and guaranties.” 

Thus FHA reserves are actuarially inadequate. The two available remedies 
are to increase reserves and decrease risk. The inadequacy is so great and 
so obvious that both steps should be taken. The recommended cutback in maxi- 
mum terms would sharply reduce the FHA’s risk since it will require 50 to 100 
percent greater equity by home owners and speed amortization of loans. For 
instance, on a $10,000 house, a 95-percent loan at the end of 5 years will have an 
unpaid balance of $8,721. A 90-percent 25-year loan will have been paid down 
to $7,974. In the latter case the loan would be safe against a 20-percent drop 
in property values; in the former case against a 13-percent drop. To put it 
another way, a 25-percent drop in values would result in respective losses on the 
loans of $474 or $1,221, the slight change in terms making a 3 to 1 difference in 
ultimate loss. 

3. Increase the premium to 1 percent. 

With FHA reserves totaling less than 2 percent of the unpaid balance of 
loans, income must be increased to permit greater allocations to reserves. Much 
of the present one-half of 1 percent premium goes for administrative expenses 
and even an increase to 1 percent would leave for reserves considerably less than 
1 percent. Savings and loan associations which build their own reserves have 
in recent years been allocating in excess of 1 percent solely for losses. 

4. Limit claim payments to 90 percent of unpaid balance (90-10 coinsurance). 

Lenders should participate in some of the risk of title II loans just as on title 
I loans. This makes for better appraisals, supervision, and tighter processing. 
A lender who is not willing to assume up to a maximum of 10 percent loss on a 
loan should stay out of the lending business. 

5. Eliminate the Federal guaranty of debentures. 

As the reserves and the risk are brought into line the debentures will “lean” 
on the Federal guaranty to a lesser and lesser degree. The Federal guaranty 
of the debentures should be dropped just as soon as such action can be taken 
without drastic consequences to the FHA program. 


II. Steps Which Can Be Taken Immediately 
1. Terminate participating dividends to borrowers. 
See above. 


2. Reduce loan terms to 80 percent and 20 years for existing houses and %5 
percent of first $7,000 and 70 percent of excess for new houses for 25-year matur- 
ities (30 years for houses costing less than $10,000). 


See above. These suggested terms represent approximately the terms offered 
prior to 1954. 





HOUSING AMENDMENTS OF 1955 203 


3. Make a one-time charge to the borrower of 3 percent of the excess of the 


loan over 60 percent of value, such charge:to be added to the loan and amortized 
over the first 24 months. 


If it is not feasible to immediately adjust the premium, then a quick way to 
produce necessary income to add to reserves is to make a flat charge based on the 
“risk portion” of the loan. On a $10,000 home this would amount to a charge 
of about $90 to be pro rated over 2 years which is less than $4 a month, but it 
would quickly add millions of dollars to FHA reserves. 

4. Pay 100 percent of claims only to those lenders whose loss claims after 
effective date are less than 50 percent of premiums paid after effective date. 


Lenders exceeding this ratio would receive 95 percent of unpaid balance. (This 
is modified 95—5 percent coinsurance.) 


This provides a very minimum of lender participation and has some salutory 
effect on improving lenders’ supervision and processing of loans. 

Mr. Buss. Low-rent public housing: 

As the senior members are well aware, the league has repeatedly 
and consistently presented its view of unalterable opposition to public 
housing. When restrictions on public housing were placed in the 
legislation last year, the league was heartily in favor of them and we 
do not want to see them repealed. 

Savings and loan sections of H. R. 5827: 

Besides the provisions of H. R. 5827 which relate to Government 
activity in housing, the bill contains certain proposals relating to the 
statutes governing the Home Loan Bank Board and its activities in 
relation to the savings and loan associations, both federally and State 
chartered. These proposals are of immediate concern to the savings 
and loan institutions which I represent and the league generally favors 
them. Over the years, Mr. Chairman, our legislative committee and 
other standing committees made up of the men who actually operate 
savings and loan associations, study possible improvements in the 
Federal statutes which have a bearing on our operations. 

The provisions in this legislation have had the substantial study 
made possible by this continuing program of the United States league. 
I understand that the chairman of the Home Loan Bank Board has 
presented a general summary of the provisions and what they would 
accomplish. What I shall add is, of course, from the industry itself 
and should therefore give the committee a well-rounded picture of 
the effect of the proposals. 

In referring to these portions of the bill, my testimony will identify 
the various provisions by their section numbers in H. R. 5827. 

: ar 14 (1). Reduction of the stock in the Federal home-loan 
anks: 

It has been evident for several years that the Federal home-loan 
banks, all 11 of them which make up the system, are increasing their 
capital at an excessive rate under the formula now provided by the 
law. The growth of the savings and loan business has been very rapid, 
as you gentlemen are doubtless aware, and their substantial additions 
to their mortgage loan portfolios in recent years, as they have con- 
tinued to do one-third of all the home financing in the country, has 
brought about an unanticipated rapid increase in their stock in the 
Federal home-loan banks. This is due, of course, to the fact that the 
associations are required to have 2 percent of their mortgage loans 
outstanding in Federal home-loan bank stock. We feel that the pro- 
vision in H. R. 5827 would afford a reasonable formula for slowing up 
the accretion of home-loan bank stock by the members to a degree 
far beyond any need or prospective need. 
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Section 14 (2). Termination of bank membership: 

This provision is in line with the substance of the provisions for 
conservatorship and receivership which the Congress wrote into the 
Federal savings and loan statute last year. Its provisions were gen- 
erally favored by the league, and we favor this new proposal for State- 
chartered members of the bank system. 

Section 14 (4). Increase in number of elected directors in Federal] 
home-loan banks: 

This proposal would enable the home-loan bank board to correct 
what seems to be an inequity in the present provision for elected 
directors in the Federal home-loan banks where the bank’s district 
comprises an unusually large number of States. 

Section 15. Removal of $2,500 limitation on property improvement 
loans by Federal associations: 

This proposed amendment would merely clarify the situation re- 
garding the power of federally chartered associations to make prop- 
erty improvement loans insured by FHA or VA in amounts of $2,500 
where the property is a multifamily one. 

Section 16. Admission fee to the Federal Savings and Loan Insur- 
ance Corporation : 

The Federal Savings and Loan Insurance Corporation has now been 
in operation for 20 years and the original provisions for admission 
fees for associations newly availing themselves of the corporation for 
protection can (any wena be determined by factors other than 
those governing the formula when the Insurance Corporation was 
younger and in the building-up stage. 

These items, as can be seen, are primarily technical or internal 
matters which have relatively little effect on the basic savings and loan 
operation or our ability to serve the savings or home-owning public. 
I would like to propose to the committee certain amendments to the 
bill which I feel sure will have a much more far-reaching effect, both 
from the point of view of savings and loan associations and of the 
national housing program. 

The distinguished chairman of the committee has introduced H. R. 
5945 which restores the independence of the home-loan-bank board 
and immediately retires and repays to the Treasury the $66 million 
now invested in the Federal Savings and Loan Insurance Corporation. 
We urge the committee to include the substance of H. R. 5945 in the 
pending bill and I attach to my statement an amendment which would 
accomplish this. 

The CuatrmMan. Without objection, that may be made part of the 
record at this point. 

(The material referred to is as follows :) 


(Attachment 1) 


ATTACHMENT TO STATEMENT BY Henry A. Buss on BEHALF OF UNITED STATES 
SAVINGS AND LOAN LEAGUE ON PROPOSED AMENDMENTS SUBMITTED FOR H. R. 5827 


I. Add at the end of section 14 of H. R. 5827 the following new subsection : 

“(5) Renumber section 17 to read section 17 (a). 

“(6) Add at the end of section 17 a new subsection (b) as follows: 

“*(b) The Home Loan Bank Board which was, pursuant to Reorganization 
Plan Numbered 3 of 1947, established and made a constituent agency of the 
Housing and Home Finance Agency shall, from the effective date of the Housing 
Amendments Act of 1955, cease to be such a constituent agency and shall be 
an independent agency (including the Federal Savings and Loan Insurance 
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Corporation) in the executive branch of the Government: Provided, That the 
functions vested in the Chairman of said Board under clause (2) of the last 
sentence of subsection (b) of section 2 of said reorganization plan are hereby 
transferred to said Board. Notwithstanding any other provision of law, said 
Board, the Chairman thereof except as herein otherwise provided, and the 
Federal Savings and Loan Insurance Corporation, respectively, shall have and 
may exercise all functions which they réspectively had or could exercise, im- 
mediately prior to the effective date of the Housing Amendments Act of 1955 
or immediately prior to the effective date of section 101 of the Independent 
Offices Appropriation Act, 1955. Said Board shall annually make a report 
of its operations (including those of the Federal Savings and Loan Insurance 
Corporation) to Congress as soon as practicable after the first day of January 
in each year. The name of the Home Loan Bank Board is hereby changed to 
“Federal Home Loan Bank Board”.’” 

II. Amend section 16 of H. R. 5827 to read as follows: 

“Sec. 16. The National Housing Act, as amended, is hereby amended— 

“(1) by amending subsection (b) of section 402 to read as follows: 

“*(b) (1) The capital stock of the Corporation shall be divided into non- 
voting shares of a par value of $100 each and shall consist of the aggregate 
amount of stock held by Federal home loan banks, as hereinafter provided. 
The Corporation shall issue a certificate to each stockholder of record, evidencing 
that such stockholder is the owner of stock of the Corporation in the amount 
shown on the books of said Corporation. No stock of the Corporation may be 
assigned or transferred without the prior approval of the Corporation. The 
Federal home loan banks shall subscribe and pay for such stock as herein set 
forth: Provided, That the Home Loan Bank Board shall have power to establish 
such. procedures as in its judgment are equitable in connection with such sub- 
scription and payment and in connection with the other provisions of this subsec- 
tion. 

“*(2) The original stock subscription of reach Federal home loan bank shall 
be in amount equal to 20 per centum of the outstanding capital stock of such 
Bank on the effective date of this amendment. The Home Loan Bank Board 
may from time to time adjust the amount of stock of the Corporation held by 
each Federal home loan bank so as to require such additional subscriptions as 
may be necessary to increase such stock by such percentage as may be deter- 
mined by said Board of the excess of the capital stock of such bank over the 
capital stock of such bank on the effective date of this amendment, Such per- 
centage may from time to time be increased or decreased by said Board, but 
shall be uniform for all of the Federal home loan banks and shall not exceed 
10 per centum of such excess. Said Board, if it finds that the amount of stock 
of the Corporation held by any Federal home loan bank is in excess of the 
amount currently required pursuant to this subsection, may in its discretion 
permit or require the surrender of the excess, or such part thereof as may be 
specified by said Board, and upon such surrender the Corporation shall pay 
to such bank the value of the stock so surrendered, as determined by said Board: 
Provided, That no surrender which would reduce the stock of the Corporation 
held by any such bank below the amount of such bank’s initial subscription 
thereto shall be permitted or required. Where any amount of the steck of the 
Corporation calculated under any of the foregoing provisions of this subsection 
by a be a multiple of $100, such amount shall be the next highest multiple 
of $100. 

“*(3) The Corporation shall declare and pay annually, out of its net income 
for each year, to stockholders of record as of a record date fixed by said Cor- 
poration, noncumulative dividends upon its stock at such rate as the Corpora- 
tion shall determine: Provided, That no such dividend shall exceed in the ag- 
“xregate 15 per centum of the premium income of the Corporation for the pre- 
ceding twelve months’ period but such dividend shall, to the extend that funds 
are available therefor, be declared at a rate at least one-half per centum greater 
than the average cost of money to the Federal home loan banks upon obligations 
issued by them pursuant to section 11 of the Federal Home Loan Bank Act, as 
amended, during said twelve months or if none were issued during such period 
then the average cost of money thereon during the twelve months’ period ending 
on the last date on which such obligations were so issued’. 

“(2) by amending subsection (h) of section 402 to read as follows: 

“‘*(h) The Federal Savings and Loan Insurance Corporation shall, on or be- 
fore sixty days after the effective date of this Act, retire at par all outstanding 
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stock held by the Secretary of the Treasury and shall pay to the Secretary of 
the Treasury a return on the average amount of capital stock outstanding dur- 
ing the fiscal year 1955 at a rate determined by the Secretary of the Treasury, 
taking into consideration the current rate on outstanding marketable obligations 
of the United States as of the last day of the sixth month of said fiscal year, 
but prorated for the actual time during the fiscal year in which retired that the 
stock shall have been outstanding at the time redeemed.’ 

“(3) by striking section 403 (d) and inserting: 

“*(d) Any institution which applies after the effective date of the Housing 
Amendments of 1955 for insurance under this title shall pay, in the event its 
application is approved, an admission fee in such amount as the Corporation 
shall determine, taking into consideration the total cost of processing all insur- 
ance applications.’ 

“(4) by amending subsection (e) of section 406 by striking the words ‘Hous 


ing and Home Finance Administrator’ and inserting in lieu thereof the word 
‘Congress’.” 


(Attachment 2) 


ATTACHMENT TO STATEMENT OF HENRY A. BUBB ON BEHALF OF UNITED STATES 


Savincs & LOAN LEAGUE, ON PROPOSED AMENDMENTS SUBMITTED FOR 
H. R. 5827 


Amend section 15 of H. R. 5827 to read as follows: 

“Sec. 15. The Home Owners’ Loan Act of 1933, as amended, is hereby 
amended : 

“(1) by striking the proviso at the end of the second paragraph of section 
5 (c) and inserting: ‘Provided, That no such loan, unless so insured or guar- 
anteed, shall be made in excess of $2,500.’ ”’ 

“(2) by adding the following new paragraph at the end of section 5 (c) : 

“*Without regard to any other provision of law, but under such rules and 
regulations as the Board may prescribe, any such association whose general re- 
serves, Surplus and undivided profits are at least equivalent to 5 per centum or 
more of its withdrawable accounts is authorized to invest a sum, not exceeding 
5 per centum of its withdrawable accounts, in home sites, including the de- 
velopment thereof, and housing for sale or rental, including property acquired 
for the specific purpose of reconstructing, rehabilitating, or rebuilding residen- 
tial areas to meet the minimum standards of health and occupancy prescribed 
by appropriate local authorities to assist in the development thereof, or in shares 
of a corporation wholly owned by one or more institutions insured by the Fed- 
eral Savings and Loan Insurance Corporation, which is chartered for any of 
the specific purposes hereinbefore enumerated, and to make or otherwise invest 
in loans for the acquisition and development of home sites and housing: Pro- 
vided, That no investment in any one home site, urban renewal project, or other 
undertaking pursuant to this paragraph shall exceed $100,000 unless the Home 
Loan Bank Board shall have approved such investment prior to the making of 
such investment: And provided further, That the Home Loan Bank Board shal! 
not approve such investment unless the association shall have presented in 
writing a specific_plan for the development or redevelopment of the home site 
or residential area and such plan shall include the name of the builder or 
builders and the approximate number, type, sales price, and construction dates 
for such housing.’ ” 


Mr. Buss. Independence of the Home Loan Bank Board has been 
one of the major legislative objectives of the United States Savings 
& Loan League for many years. I feel that this committee and this 
Congress could do nothing which would add more to the prestige 
and effectiveness of the Home Loan Bank Board, or be more pleasing 
to the savings and loan business, than the enactment of this amend- 
ment. 

The Federal Home Loan Bank Act, which became law in 1932, 
created the Federal Home Loan Bank System to be the central bank- 
ing system for the thrift and home-financing institutions of the coun- 
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try, following the broad pattern previously established with the Fed- 
eral Reserve System as the central banking system for commercial 
banking and the Federal Land Bank System as the central banking 
system for farm mortgage credit. 

The legislation followed the generally accepted principle that 
where Government agencies are created to supervise in the public 
interest the operation of privately owned business corporations, such 
supervision should be exercised by nonpartisan boards or commis- 
sions, the members of which are appointed for specific and over- 
lapping terms. Only in this fashion is there provided a continuity 
of policy so essential to the operation of the institutions under super- 
vision. This principle is well demonstrated in the case of such bodies 
as the Federal Reserve Board, the Interstate Commerce Commission, 
the Federal Communications Commission, the Federal Trade Com- 
mission, and others. 

Insofar as the grouping of related governmental operations is con- 
cerned, it may be pointed out that the Home Loan Bank Board, in 
addition to its original function, has since been charged with the 
further responsibility of supervising the Federal Savings and Loan 
System and of operating the Federal Savings and Loan Insurance 
Corporation. In the administration of its duties in these three areas 
the operations of the Home Loan Bank Board are conducted without 
expense to the Government, all of its costs being apportioned to and 
paid by the institutions it supervises. 

The Home Loan Bank Board and its activities were part of the 
National Housing Agency during World War II by virtue of Presi- 
dential directive, and became part of the Housing and Home Finance 
Agency in 1947 under Reorganization Plan No. 3. As members of 
this committee will recall, the House of Representatives did not con- 
cur in that reorganization but instead approved a resolution of dis- 
aponenien Notwithstanding this, the reorganization plan went into 
effect. 

The Federal Home Loan Bank System is now owned entirely by 
its member institutions. There are no Federal funds in its capital 
structure, and no appropriation of Federal funds is made for its 
operation. The Board exercises administrative, legislative, and judi- 
cial powers, and supervises a three-phase financial operation. There 
is no community of interest or advantage served by placing it under 
the supervision of an administrator, and, indeed, the continuance 
of such a program does injustice to a basic philosophy of govern- 
mental supervision of private business operations. 

.In addition to the fact that the Federal Home Loan Bank System 
is now entirely owned by its member institutions, another change has 
occurred since the Board was consolidated under the Administrator. 
Two programs administered by the Board which were straight Gov- 
ernment activities, the Home Owners’ Loan Corporation and the 
United States Housing Corporation, have now been completely ter- 
minated. The presence of these two programs may well have been 
one of the reasons for placing the Board in the Housing Agency and, 
if so, such reason no longer exists. 

The independence of the ‘Home Loan Bank Board was recom- 
mended both by the Hoover task force and by the Hoover Commis- 
sion report itself. It is endorsed by every organization of savings 
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and loan associations that I know of and according to the American 
Banker is endorsed by the American Bankers Association. 

The language of this measure, which was worked out by many 
elements of the savings and loan business, is very simple. The Board 
is simply restored to its original independent status and the $66 mil- 
lion of Treasury funds are retired and replaced by an investment 
by the 11 Federal home loan banks. The investment by the banks 
requires only 6 percent of the Federal home loan banks’ assets, but 
even so the committee might want to consider laying aside for the 
time being the proposal to reduce the minimum required stockholdings 
of member associations in Federal home loan am og 

In the amendment I am offering there is one slight difference from 
H. R. 5945. H. R. 5945 would theoretically permit the Insurance 
Corporation to pay dividends of up to 50 percent of its premium 
income. Of course it was never intended that any amount approach- 
ing 50 percent would actually be paid in dividends, and in our amend- 
ment the figure has been changed to 15 percent. Opponents of the 
amendment have concentrated their objection on the 50 percent figure 
on the grounds it would permit a drain on the Corporation’s future 
reserves. Thus the change which we are suggesting, from 50 percent 
to 15 percent, eliminates the substance of the objection raised to the 
amendment. 

There are two areas in our national housing program in which 
savings and loan associations feel that they have an opportunity to 
offer a constructive solution. The first problem is the acute shortage 
of private financing available for urban redevelopment. Although 
urban renewal and urban redevelopment are key parts of our national 
housing program, Administrator Cole and James Follin, Commis- 
sioner of the Urban Renewal Administration, have stated quite flatly 
that they just can’t find any private money available for rebuilding 
slum neighborhoods. The fact that not a single FHA section 220 
loan has been made indicates that even the insurance of the loans by 
the FHA has not overcome the obstacles. 

Some of our associations would be willing and, in fact, are anxious 
to step into this breach if given authority by Congress. What we 
have in mind is a very limited authority, say 5 percent of assets, for 
direct investment in redevelopment projects, such as life insurance 
companies have done in New York and Chicago. One of our largest 
associations in Chicago, Talman Federal Savings & Loan Association, 
is very much interested in acquiring and redeveloping certain tracts 
in southwest Chicago. 

With urban renewal one of the key parts of the national housing 
program, and with lack of private financing as the major obstacle 
to the program, we feel that this committee would want to give care- 
ful consideration to the request of the savings and loan associations 
to be permitted to participate. 

The second problem relates to the difficulty of the small home 
builder in acquiring adequate land for housing. In many areas the 
cost of raw land and home site development has climbed steadily to 
the point where small home builders are unable to finance further 
operations. Unless small home builders are assisted in acquiring 
suitable land there will either be a growing concentration of home 
building among a few very large builders, or the small home builder 
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will go far out into the country to build in areas where sewerage, 
streets, and water are not required, and this would be a step backwards. 

If Federal associations can acquire the land, develop it and install 
the necessary facilities for the small builder, the project will be well 
planned, adequately developed, and the economies of large operation 
will be passed on to the purchaser. 

FHA Commissioner Mason, in recent speeches, has referred to land 
as a “number one housing problem.” Our participation in land devel- 
opment has the enthusiastic support of many small home builders. A 
number of States have enacted specific legislation permitting this type 
of investment by State savings and loan associations, and the results 
have proven very suecessful. 

We observed the discussion of this proposal on May 24 when Home 
Loan Bank Board Chairman Walter McAllister advanced the pro- 
posal in response to an inquiry by Representative McDonough. 

In view of the questions raised by a number of the distinguished 
members of this committee who have always shown deep interest and 
consideration for the welfare of our business, we are not pressing for 
the inclusion of such amendment in the pending bill. I would like 
to suggest that at some later date the committee explore the matter 
further. We will be happy to work with the members of the committee 
and the staff in an effort to work out a provision that will enable our 
associations to give greater assistance to the urban renewal program 
and to the Nation’s small home builder with adequate safeguards both 
to the associations and the national housing program. 

In closing, Mr. Chairman, let me assure this committee that the 
savings and loan associations are continuing and accelerating our 
part in financing home ownership in America. As the largest source 
of home financing credit, we take pride in the fact that the tremendous 
activity in the home building of the past year is now credited by many 
economists with preventing a national recession. We feel our contri- 
bution will be further improved if this committee adopts Chairman 
Spence’s proposal and restores the Home Loan Bank Board to its 
independent status. 

The Cuarman. Mr. Bubb, the chairman receives many letters from 
the members of your organization in support of the bill he introduced. 
You may inform them that my opinion has not changed. I am still as 
heartily in favor of it as when it was introduced. 

Mr. Buss. Thank you very much, sir. 

The Cuatrman. However, you have stated something that will lead 
to a good deal of argument to persuade me to favor, that is that 
savings and loan associations should be permitted to develop real 
estate. I have always looked upon the development of real estate as a 
highly hazardous project, and I have known a good many people who 
have sustained very severe losses by reason of the i i of 
real estate. 

I know it might be argued that it might be a way of finding a place 
to relocate ple who have inadequate housing, but what about 
putting the depositors’ money into that kind of development when all 
he can get out of it is the interest that he receives on his investment 
in the building and loan association, and he wouldn’t participate in 
any profit that might occur; whereas, he would sustain all the loss 
that would result? 

Don’t you think that phase of it should be considered ? 
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Mr. Buss. Yes; I agree with you, Mr. Chairman, that should be 
considered. We certainly wouldn’t want any amendment passed that 
didn’t have plenty of safeguards. We are not pressing for such an 
amendment at this time. 

The Cuarrman. I am an advocate of savings and loan associations. 
I have seen them build up sections of my part of the country, and I 
have done everything I could to assist them, but I think we go a long 
way when we allow them to get into this character of investment. 

Mr. Buss. I know you are, sir, and we appreciate it very, very much. 

The Cuarrman. I would feel, unless we explore that very thor- 
oughly and find otherwise, that it would do a great injustice to the 
building and loan associations, and might destroy a reputation which 
they have built up over many generations. 

Mr. Boss. If [ may say just briefly, without going into too much 
detail on the matter, of course, as you know no savings and loan asso- 
ciation could participate in it if they ddn’t have 5 percent of their 
assets in reserves. 

Our thought was that they could not participate in such a program 
to the extent of over 5 percent of their assets, which means their 
reserves would cover any participation they might have in such‘a 
program. I would think very few of them would participate up to 
5 percent. 

Vhat has happened, even in the town I live in, which is not a very 
large town, around a hundred thousand population, all the lots within 
the city limits have been sold. The city commission, like many city 
commissions around the country, is faced with rising taxes, and not 
being able to install streets, sewers, water, and so forth, outside the 
city limits. They have required now that for any ground being 
brought into the city, any homes being built on that ground, the con- 
tractor must supply all those services. That means there are only 2 
or 3 contractors in that city who can now build new housing. It has 
run the little fellow out of business. 

The other part of it, of course, is trying to use private money to 
rebuild slum areas of the larger cities. I think it is a question that 
deserves a lot of thought, and a lot of consideration. This committee 
has had a lot of experience along that line, you have a very fine staff, 
and we would appreciate it if you would give some thought to it, and 
we would be very happy to work with you over the next year on it, 
if that is satisfactory to you, sir. 

The CuarrmMan. Well, I will need a good deal of persuasion to go 
along with you. It is all right to explore the subject. 

Are there further questions? 

Mr. Parman. Mr. Chairman. 

The Cuarrman. Mr. Patman. 

Mr. Parman. On page 5 of the statement, the gentleman suggests 
agencies should be supervised by nonpartisan Nena and commissions, 
and he mentions the Interstate Commerce Commission, the Federal 
Communications Commission, the Federal Reserve Board, and the 
Federal Trade Commission. 

Don’t you think there is some danger of the interested people who 
mem to be regulated by these agencies getting control of them?! 


uss. Do you mean getting control of the Home Loan Bank 
Board ¢ 
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Mr. Parman. Yes. I am not applying that so much to the Home 
Loan Bank Board as in the case of the others which you have 
mentioned. 

For instance, the Federal Reserve Board. Of course, the people 
who opposed the Federal Reserve System, headed by Mr. Vanderbilt 
of the National City Bank of New York, are now in charge of the 
operation. There are more people of the National City Bank in- 
fluencing the operations of the Federal Reserve Board and holding 
important places as money managers than any other people in America. 

In other words, now that they have fixed it up the way they want 
it they are no longer opposed. ‘They have control of it. The bankers 
have control of the Federal Reserve System. 

Take, for instance, the Federal Trade Commission. That was 
operating all right under a system where the Chairman would be 
Mra. every year, and regardless of the party in power there 
would be 3 of the majority party and 2 of the majority party members 
of the Federal Trade Commission of 5. Each year the Chairman 
would change. At that time the Commission really had some power 
and authority. 

But under the Hoover Commission a recommendation was made 
that these agencies, every one of these independent agencies, except 
the Interstate Commerce Commission, that the Chairman, instead of 
being rotated, where there would be some semblance of nonpartisan- 
ship or bipartisanship, the recommendation was that the President 
appoint each Chairman, and be subject to his pleasure as to removal. 
Consequently, today, those agencies instead of being nonpartisan, as 
you suggest they should be, are becoming real partisan agencies. 

Now and then a Member of Congress used to call up the Federal 
‘Trade or one of those other agencies, and get a little consideration, 
because the Congress was looked upon as the creating power, inasmuch 
as Congress created these commissions. 

But, now, the word from the White House is the only word that 
counts with these agencies. They have direct wires, and the White 
House suggests what they should do. They are all just agencies of the 
White House. And they have ceased to be nonpartisan organizations, 
as you suggest here they should be. 

Mr. Brown calls my attention to the fact that the FDIC has been 
changed in the same respect. They have changed every one except 
the Interstate Commerce Commission. Of course, I am not going to 
comment on the ICC, but all these other agencies are just subservient 
to the wishes of the White House. They have to be, because every 
chairman is a captive of the White House. He has to either do what 
the White House wants or he is put out. The White House has the 
right to put him out. 

it has been changed entirely under the so-called Hoover report. 
I think it is an awfully bad thing, and any changes in existing laws 
that we have concerning the Federal Home Loan Bank Board we 
certainly want to make sure that it doesn’t become just another agency 
of the White House. 

The bad thing about the whole deal is this: The Federal Trade 
used to be a pretty good agency, but if I were to vote on it right now 
I would vote to abolish it because it has become almost useless, it is 
just an agency of the White House, and the White House has the 
Justice Department doing the same thing. So the White House has 
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two agencies working for it, the Justice Department and the Federal 
Trade Commission, doing practically the same thing. And they are 
not serving, as they used to when the Chairman was alternated. 

In your proposal do you make the Chairman an appointee of the 
President ? 

Mr. Buss. Yes, sir; the Chairman and the members of the Board 
are appointed by the President and confirmed by the Senate. 

Mr. Parman. I am speaking of a specific sense. In the sense that 
they wouldn’t alternate each year, but that the President would be al- 
lowed to keep the Chairman there as long as he wishes, and remove 
him when he wants to. 

Mr. Buss. I don’t believe so. There is no change in the Spence bill 
in that respect, Mr. Patman. 

Mr. Parman. I want to make sure that the Board is really inde- 
pendent. I don’t want it to become subject to a White House tele- 

hone call—not that the White House wouldn’t be right in most cases, 
but I wouldn’t want them subject to the whim of the White House. 

Mr. Buss. I think I agree with you on that. 

Mr. Parman. Even had the Federal Reserve Board—talk about 
nonpartisonship, and I want to call the attention of the Chairman 
of this committee to this fact: Mr. Martin is Chairman of the Board. 
His term expires in February. He will have to be reappointed in 
order to continue to be a member of the Federal Reserve Board. 

Mr. Brown. Will you yield? 

Mr. Parman. I yield. 

Mr. Brown. I understand the members are appointed by the Presi- 
dent for a definite term. 

Mr. Parman. Of the Federal Reserve Board ? 

Mr. Brown. That is my understanding. 

Mr. Parman. I want to bring that up to make sure that in doing 
this—and the chairman’s bill appeals to me very much—that we really 
have an independent agency. We don’t want an agency which is 
subservient to the White House. 

The Cuairman. They would still be in the executive department. 

Mr. Parman. About Mr. Martin, chairman of the Federal Reserve 
Board, he was just recently appointed chairman for 4 more years, but 
he can’t be chairman longer than February unless he is reappointed. 
That makes him strictly subservient—that is as ordinary human beings 
are, in an effort to take care of themselves, due to the natural feeling 
of self-interest—well, if Mr. Martin acts according to the will of Mr. 
Randolph Burgess, Mr. George Humphrey, and these money masters 
in the administration, he will be reappointed in February, but if he 
does not he will not have a chance on earth. So he is really a captive. 

So I am saying we should arrange these agencies so that the chair- 
man of the commissions, first of all, is not a captive of anybody, not a 
captive of the Congress, the White House, or anybody else. They 
should be independent. And I hope we keep that in mind in the con- 
- a ga of the independence of the Federal Home Loan Bank 

oard. 

The Cuatrman. I think it would be a very desirable thing to pass 
the bill and make them independent. They were originally created as 
an independent agency, and were placed in the Housing and Home 
Finance Agency by Executive order in reorganization. Now, we are 
going to return their independence, by this legislation. 
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Mr. Parman. I want this plain, Mr. Chairman: I am for your bill, 
that is, I am for the principles contained in it, and expect.to support 
it, but I want to support a bill that will really give them independence 
and not make them subservient to the White House. 

Mr. Buss. We really feel this bill does that, Mr. Patman. 

Mr. Parman. Well, the President will appoint each member, which 
isallright. That ishisduty. And they are confirmed by the Senate. 
But I am interested in the Chairman. He is the man who gets the 
job done or does not get it done. Will he be appointed for a definite 
term of years? 

Mr. Buss. Yes, sir. 

Mr. Parman. How many years? 

Mr. Buss. Four years. 

Mr. Parman. And he is not subject to removal by the White House 
unless charges are filed? 

Mr. Buss. That is correct. 

Mr. Patrman. And he will not be selected, like the Federal Trade or 
Federal Communications Chairman, to hold the chairmanship subject 
to the pleasure of the President ? 

Mr. Buss. He is appointed a member of the Board for a definite 
period of 4 years; yes, sir. 

Mr. Patman. Does that include the Chairman, too? 

Mr. Buss. No, sir. 

Mr. Parman. That is what I am asking. How will he be selected ? 

Mr. Buss. The Chairman is selected by the White House, but he 
cannot remove him from the Board without cause if he has been con- 
firmed by the Senate. 

Mr. Parman. I know, but I am talking about the Chairman. Let 
us get our definitions straight. I asked you about the Chairman. I 
want to know how the Chairman is selected. 

Mr. Buss. The Chairman, as to his title, js selected by the White 
House. 

Mr. Parman. That is where he gets his authority, through his title. 

Mr. Buss. He gets his title as a member of the Board to which he is 
appointed for a 4-year period. 

Mr. Parman. But he doesn’t get his authority as Chairman in that 
way. How is he appointed Chairman ? 

Mr. Buss. He gets his authority as chairman from the White House. 

Mr. PatMan. F or how long is he designated chairman ? 

Mr. Buss. The term is not specified. 

Mr. Patman. Four years? 

Mr. Buss. It isn’t specified, the length of the term as chairman. 

Mr. Parman. I want that made plain. I want to make sure that it 
is tot like the Federal Trade Commission and the Federal Commu- 
nications Commission, the FDIC, and others. I am opposed to it, and 
I think the Congress would be opposed to it if they were permitted 
to vote directly upon the question. I want to make sure that this 
independent agency is not just made subservient to the White House, 
through the selection of the chairman. 

Mr. Buss. I don’t believe that we will have any trouble that way, 
Mr. Patman. We haven’t since 1932, when the Board was organized. 

Mr. Patman. Well, these troubles have only come up recently now. 
We didn’t have any trouble with any of them until the last 2 or 3 
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years. In the last 2 or 3 years the chairman’s method of selection 
has been changed entirely. All I want to know is, will the chairman 
of this Board, the Federal Home Loan Bank Board, serve the same 
kind of tenure as the Chairman of the Federal Trade Commission 
will serve, or not? 

Mr. Buss. I can’t tell you that, but he will serve at the pleasure 
of the White House as chairman. 

Mr. Parman. In other words, they can remove him as chairman 
any time they want to? 

Mr. Buss. But they cannot remove him as a member of the Board. 

Mr. Parman. That is not the important part. With all due respect, 
you are getting off on something else. The chairman is the man who 
gets the job done or doesn’t get the job done. 

Mr. Buss. I don’t believe that is quite so. I don’t want to disagree 
with you, but there are 3 members on the board and the chairman 
has no more voting authority than the other 2 members have. 

Mr. Patman. Who will decide whether they take up things or not / 
If the White House calls down there and says “Submerge that mat- 
ter,” I imagine the chairman could do it. Or if they called down 
and said “We want you to bring these people up from the bottom 
of the stack and put them on the top of the stack,” the chairman 
would have the power to do that, wouldn’t he? 

Mr. Buss. It would depend on the Board, I would say. 

Mr. Parman. Well, I am opposed to that feature of it. 

The Cuatrman. Do you consider this bill would accomplish the 
purpose of making them an independent agency ? 

Mr. Buss. Yes, sir. I think it is a very fine bill, Mr. Chairman. 

The Cuarrman. I think so. We can’t take away the President’s 
veto power. If we take away his power to appoint the Chairman 
he might veto the bill and that would leave us where we are now. 
I think this very fine organization is entitled to be an independent 
agency, and you have struggled for that for a long time, and the 
people interested in it are satisfied with this bill. 

Mr. Parman. But, Mr. Chairman, keep in mind this, that if it 
passes as the witness has suggested instead of making them an inde- 
pendent agency you are making them a subservient agency of the 
White House. As they are now, I assume they are an agency of 
Congress. 

The CHarrman. The President has many powers of appointment. 

Mr. Parman. But this is a new gimmick. 

The CHatrman. If you pass a bill that would indicate that you 
didn’t want to give the President the power of appointment, he 
might veto the bill. Then we are right back where we are now. 

Mr. Parman. Give him the same power that he has under the Inter- 
state Commerce Act. 

The CuarrmMan. Well, we will consider that. 

Mr. Wipnau. Mr. Bubb, as I understand it, five associations could 
get together and each put in a hundred thousand dollars, and they 
could have a half million dollars of capital; isn’t that so? 

Mr. Buss. Yes, sir. 

Mr. Wipnat. So you could get into a pretty large-scale operation, 
which might mean just land speculation, under that question of land 
development ? 
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Mr. Buss. I think that is one of the things that would have to be 
considered when this whole thing is explored further. As I stated 
a little while ago, Congressman, we are not asking that it be included 
in the bill at this time. We just want your committee to study the 
proposal and that is one of the items that should be considered at 
this time. 

Mr. Wipnat. I think a number of us are worried about the fact 
that it might be an inflationary move that would lead to higher land 
values. 

Mr. Buss. Of course, it is like every other question 

Mr. WipnaAtt. Through absorption of the few vacant pieces that 
are around, and that it would lead to a rather more closely field situa- 
tion. 

Mr. Buss. Like anything else, there are two sides to it and our 
thought was to have some means of helping the small builder and 
redeveloping slum areas in larger cities. However, we would be will- 
ing to discuss the problem with any member of the committee, or the 
staff, at any time. 

Mr. Wipnatt. I think we can appreciate the effort that is being 
made, and also we realize this would open up areas to development 
through the savings and loan associations. It has possibilities, but 
we have got to watch the inflationary aspects, too. 

Mr. Buss. Of course anything over a hundred thousand dollars, 
even in our suggestion, would have to be approved by the Federal 
Home Loan Bank Board. 

The CHarrman. What are your legal investments now? 

Mr. Buss. Mortgages and Government bonds. 

The Cuamrman, That is all? 

Mr. Buss. That is all. 

The Cuarrman. The thing that impresses me is that your people 
are trustees of the people’s money, and if we permit you to put it into 
hazardous risky investments we will be doing the people a disservice. 
It would take a good deal of persuasion to change my views on that 
subject. 

Mr. Buss. We certainly don’t want to disagree with you, Mr. 
Chairman. Our main interest today is getting your bill passed for 
independence of the Federal Home Loan Bank Board. 

The Cuatrman. We agree thoroughly on that. 

Mr. Buss. Thank you very much, sir. 

The Cuarrman. Are there further questions? 

Mr. Parman. And I agree with you, with the understanding that 
while we are making them independent we don’t make them subservient 
to the White House. I want to have something to say about that. 

Mr. O’Hara. Mr. Chairman. 

The Cuatrman. Mr. O'Hara. 

Mr. O’Hara. Mr. Bubb, you referred to discussion in our commit- 
tee on May 24 regarding the proposal to give a limited authority for 
real-estate investment to the building and loan associations. You 
referred to that discussion ? 

Mr. Buss. Yes, sir. 

Mr. O’Hara. You probably noticed that I made the observation 
that the matter had not been presented to us in specific form, and I 
made the inquiry whether witnesses would appear later to go more 
thoroughly and specifically into the proposal. 
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Do I understand that you are speaking for all the building and loan 
associations of the country, and that you are now withdrawing the 
suggestion referred to and leaving it for further study by the Bank- 
ing and Currency Committee, and its professional staff ? 

Mr. Buss. Yes, sir. 

Mr. O'Hara. I wish to make that clear because as a member of this 
committee from Chicago I feel a responsibility to do all in my power to 
assure a full and adequate presentment to the committee on all matters 
in which Chicagoans are interested. In Chicago representatives of 
some of the building and loan associations told me what they had in 
mind. I made nocommitment. But I did think that there was con- 
siderable merit—at least they were sincere in their thinking, and they 
were seeking to make what they thought would be a contribution to 
a serious problem which we have in Chicago, and which I presume 
exists in other urban centers. At the proper time, I think it should 
be looked into. It may be that there are valid objections, and it may 
be otherwise. 

I understand now that you are seeking no further action along 
that line until the next session of Congress ? 

Mr. Buss. That is right, in view of the objections raised we feel it 
deserves further consideration by this committee. 

Mr. O'Hara. I might say that I received a number of letters from 
the building and loan people in Chicago. They are interested in two 
things, independence for the Board, and also in this 5 percent limita- 
tion with regard to their participation in urban development. At the 
proper time they should have an opportunity to present their case. 

Mr. Buss. Thank you very much. 

The CuarrMan. Are there any further questions? 

Mr. Hrestanp. Mr. Chairman. 

The Cuarman. Mr. Hiestand. 

Mr. Hiesranp. Mr. Bubb, someone has suggested that the 6 months 
occupancy limitation should be eliminated from title I. Do you think 
well of that idea? 

Mr. Buss. We have not endorsed that, sir. 

Mr. Hiestanp. You have not? 

Mr. Buss. No, sir. 

Mr. Hresranp. A further suggestion has come that the term for 
single-family home loans be increased from 36 to 60 months, and the 
——" permissible loan from $2,500 to $3,000. Do you think well 
ot that ¢ 

Mr. Buss. We haven’t endorsed that, either, sir. 

Mr. Hiestanp. Have you considered both of them ? 

Mr. Buss. Yes, sir; we have considered both of them but we have 
not endorsed them. 

Mr. Hrestanp. Thank you very much. 

Mr. Buss. Thank you, sir. 

og CuarrMaNn. If there are no further questions, you may stand 
aside. 

Weare very glad to have your views. 

Mr. Buss. Thank you very much, Mr. Chairman. 

The Cuarrman. The clerk will call the next witness. 

Mr. Hatianan. The next witness is the Honorable Scott W. Lucas, 
representing the Mobile Homes Manufacturers Association. 
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The CuarrmMan. We are very glad to have the distinguished former 
leader of the majority of the Senate here to express his views. 
Mr. Lucas, you may proceed as you desire. 


STATEMENT OF HON. SCOTT W. LUCAS, ON BEHALF OF THE MOBILE 
HOMES MANUFACTURERS ASSOCIATION 


Mr. Lucas. Mr. Chairman, I should like to read this manuscript 
with the understanding that any member who desires to do so may 
interrogate me, either while I am reading or after I am through with 
the statement. 

The Cuatrman. I think it would be better to let you complete your 
statement, and then interrogate you. 

Mr. Lucas. I would prefer it that way. 

The CHarrman. I am sure the committee will be agreeable to that 
procedure. 

Mr. Lucas. Mr. Chairman, my name is Scott W. Lucas. I am a 
practicing attorney in Washington, D. C. 

Mr. Chairman, this is not the first time that I have had the oppor- 
tunity to appear before your committee, and I want to state that 
heretofore the courtesy which has been extended to me has been very 
gratifying. 

I appear before you today in support of H. R. 6164 on behalf of 
the Mobile Homes Manufacturers Association, a trade association 
whose 61 members account for a large percentage of the mobile homes 
being manufactured in the United States. 

Associated with me this morning are Edward L. Wilson, managing 
director of the Mobile Homes Manufacturers Association, and Wil- 
liam W. Welsh, financial consultant to the Mobile Homes Manufactur- 
ers Association, who, incidentally, is celebrating his 40th year in the 
banking business this month. These gentlemen are prepared to answer 
any technical questions you may have. 

Although H. R. 6164 is concerned only with parks for mobile homes, 
may I comment first on the mobile homes themselves. The mobile 
home, as we know it today, did not appear on the scene until after 
World War II. Prior to that time the units produced by the industry 
were largely vacation models, known as trailers. The merits of com- 
bining mobility with your-around shelter, however, became apparent 
even In those years and were proved during the wartime period. 

During World War II the Government found that mobile homes 
met urgent needs in rapidly swelling areas near military bases. In- 
(lividuals also made extensive use of this type of housing at that time. 
Thus World War II and national emergencies since that time have 
made it possible to move the Nation’s work forces from place to place 
and to give immediate shelter to displaced families. 

After the war veterans and construction and defense workers who 
had been introduced to the mobile home during these years continued 
to supply most of the demand for this product. They wanted more 
complete homes, however ; larger ones with more conveniences. It was 
in these postwar years that mobile living came of age. 

Today's mobile home is a complete, independent home on wheels. 
While basic floor plans are somewhat standardized, with living room 
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in front, bedroom at the rear, and kitchen and bath in between, there 
are many variations designed to accommodate the different needs of 
the purchasers. 

Over 2,000,000 Americans today make their permanent homes in 
some 800,000 trailers. This type of housing accommodation is home 
to military personnel and their families, to defense workers and their 
families, newlyweds, retired couples, construction and agricultural 
workers and their families. Furthermore, the Federal Government, 
by a long series of legislative and executive measures, has recognized 
the mobile home as a part of the Nation’s housing inventory. 

At this point I should like to insert in the record a statement on 
executive and legislative steps recognizing the mobile home as a form 
of shelter. 

GOVERN MENT RECOGNITION OF TRAILERS 


1. Executive: During the existence of the controlled materials allo 
cation plan, the Federal Government’s housing authority, the Housing 
and Home Finance Agency was named a claimant agency for house 
trailers by the Defense Production Administration. 

Trailer coach materials allocations were administered by the same 
Division, the Construction Division of the National Production Au- 
thority, that administered the allocations for conventional housing. 

House trailers have been purchased in quantity by the Federal 
Government to provide immediate housing accommodations after 
disasters. 

For years the service departments have been using trailer coaches 
to house military personnel. 

The Atomic Energy Commission has cooperated in providing mobile 
homes as housing for construction workers engaged in building atomic 
energy installations. 

Early in 1953 the Public Health Service issued a pamphlet, Trailer 
Court Sanitation with Suggested Ordinances and Regulations. 

The Housing and Home Finance Agency has issued a_ booklet, 
Recommended Standards for Trailer Courts. 

The 1951 report of the Coordinating Committee for a National 
Plumbing Code, issued jointly by the Department of Commerce and 
the Housing and Home Finance Agency, contains a set of trailer 
coach plumbing standards and trailer park plumbing standards. 

2. Legislative: In 1951, recognizing that the bulk of house trailers 
are used for housing by defense workers, military personel, and others, 
rather than as a means of transportation, Congress removed the excise 
tax on house trailers. 

The Defense Housing and Community Facilities and Services Act 
of 1951, Public Law 139, 82d Congress, approved September 1, 1951, 
identified house trailers with prefabricated homes in title V and in 
title III authorizes loans to be made for housing which is of mobile 
character. 

The act of Congress providing for family quarters for personnel of 
the military departments, Public Law 765, 83d Congress, approved 
September 1, 1954, authorizes the Secretaries of military departments 
to acquire up to 5,000 units of house trailers. 

On March 30, 1955, the President signed amendments to the Career 
Compensation Act, including one which would authorize transporta- 
tion or reimbursement to a servicemen who, upon transfer of station, 
moves his mobile home and baggage and household effects. 
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With this brief background of the mobile home, I come to H. R. 
6164. This bill, it should be noted, does not relate to the Government 
participation in the financing of the mobile homes, but to the land and 
improvements where mobile homes are parked. The object of the bill 
is simply to authorize the Federal Housing Administration to insure 
loans made to finance mobile home parks. 

Almost 85 percent of all mobile homes are designed primarily for 
semipermanent park use. Every effort must be made to assist the park 
owner to provide the highest type of facilities, the best standards of 
construction. 

A mobile home is only as usable and livable as the space on which it 
can be parked. In conventional housing, people spend days of study 
in picking the best location for their homes. Then they spend hun- 
dreds and thousands of dollars in the purchase and preparation of this 
homesite. A site which is not attractive or cannot be made attractive 
in terms of aesthetic considerations and utility is never converted to a 
home site. In the same sense a site for mobile home dwellings de- 
mands care in selection and preparation. This requires financing. It 
is clear to us of the industry that only as there exists a supply of effi- 
cient and attractive places to park mobile homes can they be built and 
sold to a growing market of people who prefer mobile living. 

To accommodate the increased use of mobile homes, to provide at- 
tractive and desirable spaces for mobile homes to rest, and to avoid un- 
sightly and inadequate parks which only discourage the use of the 
needed housing provided by trailers, H. R. 6164 amends title II of the 
National Housing Act so as to authorize FHA insurance of trailer 
parks. Such an amendment consists of four slight changes in section 
207 of the National Housing Act. Note that these amendments re- 
quire a high standard of construction, limits the loan to $1,000 per 
trailer space and $300,000 per mortgage, makes the amortization com- 
parable to rental housing, and calls for the mortgage not exceeding 80 
percent of the estimated value of the property when the improvements 
ure completed. 

I want to say that our industry is very thankful to Mr. Multer for 
the introduction of these amendments. 

Here is what Prof. L. C. Michelson, former director of management 
services, Industrial Relations Center, University of Chicago's School 
of Business, has to say on page 5 of his recently published book, How 
to Build and Operate a Mobile Home Park. 

I think we have enough copies of those books here to supply each 
member of the committee with a copy. We hope you might have 
the opportunity to read the book because it is of tremendous interest. 

Here is what he says: 

The only similaries between the trailers of 1940 and the mobile homes of today 
are wheels and mobility. Everything else is different, including electrical in- 
stallations, brakes, heating arrangement, interiors, and frame and body con- 
struction. Yes, the change is as great as from a horse and buggy to the 
automobile. 

What has all this done to trailer parks? Briefly, the parks built to accom- 
modate small, nonmodern trailers are obsolete. Their spaces are too small. 
Roads are not wide enough. Electrical wiring is not heavy enough to handle 
the loads required by modern kitchens, hot-water heaters, and increa :ed light- 
ing. Sueh parks generally do not have sewage-disposal systems, or individual 
coach connections. And since they were not properly planned they @o not 


present the attractive community appearance mobile-home owners are looking 
for. 





220 HOUSING AMENDMENTS OF 1955 


The point is clear. Mobile-home parks are an underdeveloped part of our 
economie structure. Of the more than 12,000 parks in the country only about 
4,000 are approved by the Mobile Homes Manufacturers Association. And in the 
face of an increasing demand for new mobile homes and better parks, ‘more and 
more parks are getting obsolete every day. 

Keep in mind, too, the differences between mobile-home parks and motels or 
efficiency apartments. A mobile-home park has a large part of its facilities 
underground in the form of sewer lines, electrical connections, water connections, 
and so on. 


At this point, Mr. Chairman, with your permission and the per- 
mission of members of the committee, I should like to introduce Ed 
Wilson, secretary of our association, who has some charts on this 
matter which I think will be of tremendous interest to the committee. 

The Cuarrman. Mr. Wilson. 


STATEMENT OF ED WILSON, SECRETARY, MOBILE HOMES MANU- 
FACTURERS ASSOCIATION 


Mr. Witson. Mr. Chairman and members of the committee, we 
have prepared these enlarged photographs because we felt that some 
of you may not be completely acquainted with just what a mobile- 
home park consists of. This happens to be owned by the United States 
Government, and was constructed last year down at Haines Point. It 
is one of the models in the country. 

Actually, you see before you nice trees, you see the mobile homes 
that are owned by individuals—they are not owned by the park 
owner—you see a roadway which costs money to install, you see 
curbing, but underneath are utilities, such as water and sanitary 
sewage facilities, electricity—that type of utility—which is not seen 
on top of the ground, and that is the problem of the home-park opera- 
tor. A great deal of his money is underground. The park may ap- 
pear beautiful on top but the cost to a great extent is underground. 

This serves to illustrate our position that a considerable need for 
these parks is in the area of the military encampments, naval and Air 
Force bases. 

As an example, I appeared in a zoning commission hearing recently 
relative to O’Hare Field outside of Chicago. The personnel officer 
there in charge of placement and in charge of the trailer park owned 
by the Air Force was testifying on behalf of private mobile-home 
park operators because he said he does not have sufficient room on the 
premises of the Air Force to house these men who fly jet planes, and 
own their own mobile homes. The same is true at virtually every 
military base. Between 25 to 30 percent of the users of our mobile 
homes are in the military service. And they are not using taxpayers’ 
money. It is their own money that goes into it, but they need ade- 
quate parking facilities. 

That gives you an idea of how beautiful a park can be. This man 
is not to my knowledge asking for financing. He has his financing. 
That is out in Arizona. They have nice facilities, they have a swim- 
ming pool. But yet people in a mobile home, we feel, are as entitled 
to nice facilities as a man building a $25,000 or $35,000 ranch home. 
They do need the financing to develop parks. 

This is quite typical of the standard park today. That one happens 
to be just outside the city of Chicago. I know the man who built that 
park, and he did borrow some bank money finally. It took him almost 
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2 years to do it. He himself has about a hundred-thousand-dollar 
investment, and I think the ultimate bank loan he got was in the 
neighborhood of about $25,000—completely inadequate to the amount 
of money he had invested, and he had to have his money entirely in 
before the bank would loan him any more money. Yet he is a very 
substantial businessman in our industry. 

Mr. Brown. What is the acreage of that park ? 

Mr. Wirson. I will try to recall. I believe he has 80 units. I can’t 
give you the exact acreage, but he has about 1,500 square feet per 
unit. We consider it about 10 units to an acre, And we consider this 
park one of the best parks in the country. 

Mr. O’Hara. Where is it located ? 

Mr. Wirson. It is located right outside of the city of DesPlanes, 
very close to O’Hare Field. 

He is now endeavoring to expand it and, as I said earlier, now has 
the cooperation of the Air Force. 

Mr. Founrarn. What is the usual rental ? 

Mr. Watson. From $25 to $30 per month. 

Mr. Mutter. Does that include utilities ? 

Mr. Wirson. Yes, sir. 

Years ago when there were trailer camps that was $5 and $10 a 
month. As Mr. Lucas explained, in those days they did not have 
adequate facilities as they have now, and you didn’t need all this 
underground work at that time. 

But today there is a cost of close to $1,500 per unit to prepare the 
park, so the man must have a revenue of that size, and that does not 
seem at all economically unsound, It seems to work out quite well 
at that figure. 

Mr. Mutter. In those days they had no light except that which was 
in the unit. They couldn’t plug into the electric current. They 
couldn’t pull up and park and attach to a water system and get water 
inside the unit as today. 

Mr. Wirson. That is right, sir. They had utility buildings for 
sanitary, toilet and wash facilities. They carried water to their units 
in most cases. We have lived through that complete era where shortly 
after the war, as an association, we started our park-planning division. 
We have had to develop our park planning from what was constructed 
then to this mobile home of today, and actually in the last 5 years 
we have revised our own thinking because of what the customer was 
demanding. 

The CuHatrman. How much land is allocated to each mobile home? 

Mr. Wirson. We recommend from 1,200 to 1,500 square feet of 
land. That seems adequate. 

To go beyond that seems to be economically unsound in most areas. 
Yet that gives you a sufficient area for a cement patio alongside the 
mobile home, for some grass plot, for some planting. 1 

This particular park I mentioned outside of DesPlanes, I visited 
just 2 weeks ago, everybody has their own little area, landscaped the 
way they want it. In most cases the park operator himself may put 
a tree in each area. He wil provide grassseed. He has the mower 
but he wants the people to do their own work. But they take their 
own pride in Scullion their own area. 

Again, our problem is that people who have developed these parks, 
the need is more great, that sometimes they take in more units than 
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they should—they do become strapped financially. They put their 
money back in, and the crying need of the small-business man is to 
find himself short of cash to continue to develop and improve. 

This chart illustrates the underground utilities in order to hook 
these mobile units up. You have your sewer facilities. This inci- 
dentally is a chart that we worked out in cooperation with the United 
States Public Health Service, which has ordinances covering these 
underground utilities. You have to have water facilities. The water 
facilities have to be protected in the North against frost. They have 
to be protected to that they can be drained, so that they are sanitary. 

This does not show the electrical facilities underground, but in many 
cases they are. 

Mr. Barrerr. What is the average length of time a unit will stay in 
one of these parks / 

Mr. Witson. Twenty months, according to our survey. That bears 
out the name of mobile home instead of trailer. The trailer originally 
was a camping thing, and you thought of somebody always on the 
move. These people are field construction workers, working on your 
atomic-energy projects, military people, a consider ‘able group are the 
young people who are not quite set. They are working in a plant, and 
they don’t know whether they want to stay permanently in one place. 

Mr. Barrerr. What is the usual complaint as to dry rot on tires / 

Mr. Witsox. We haven't had many complaints as to that. They 
frequently take their tires off and store them. That has not entered 
into complaints we have had. 

The average movement, in the same survey we conducted last year, 
was 150 miles. That is the average. 

Mr. Barretr. Are all these latest models equipped with shower and 
bath facilities / 

Mr. Wirson. Yes, sir. In fact, without using advertising expres- 
sions, they are a ranch home on wheels. They have tiled baths, bath 
tubs, showers, toilet facilities. We have some of them now that are 
even installing some of these dual unit laundry units in the kitchen. 
They have everything that a small home has. And that home you see 
is sold under a one-package price. The young people buying it has 
one payment to make because all utilities are built right into it. 

Mr. Barrerr. Do you have standard room space in these late 
models / 

Mr. Wirson. I would say that is determined by the customer. They 
demand larger and larger rooms. I think our window space, in most 
cases, is proportionately greater than in the average permanent-type 
dwelling. 

Mr. Brown. They have all the conveniences that permanent housing 
have / 

Mr. Witson. Yes, sir. 

Mr. Brown. And you are seeking loans on real estate, in this bill, 
and not for the trailers? 

Mr. Witson. That is correct. 

The CHarrmMan. What structures is it necessary to build above 
ground? 

Mr. Witson. Above the ground the park in most instances has an 
office. it does have a utility building, it may have a repair building to 
service the units, and many of them have recreational buildings. 
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The CHairman. Most of the expenditure would be for underground 
improvements 4 

Mr. Witson. That is correct, sir. These figures are taken from a 
79-unit park constructed in Florida a couple of years ago—it is the 
park lnaad to in Professor Michelon’s book. His total cost, which 
is $113,000, which includes such items as organization expense, out 
of that $55,842 was devoted to these permanent fixtures, to a recreation 
building, a service building, a laundry building, a hobby-shop build- 
ing, a sewer system, a water system, roads, landscaping, a public- 
address system which is installed in most units, patios—cement 
areas-—electrical system. So that out of slightly more than a hundred 
thousand dollars investment, more than half went underground. 

Mr. McDonoveu. At that point are you seeking in this bill to finance 
only those underground facilities ? 

Mr. Wirtson. No, sir. 

Mr. McDonoven. Above ground facilities as well ? 

Mr. Wirson. Yes. 

Mr. McDonoven. And not to exceed $1,000 per unit space? 

Mr. Wirson. That is correct. 

Mr. McDonoven. The bill as I read it doesn’t provide any period 
of time. 

Mr. Lucas. That is the same as the FHA. In other words, we are 
asking for an amendment to the Housing Act, including these mobile 
homes along with permanent homes. As I understand it could be 15 
ov 10 years. It would be up to the FHA to determine the rules and 
regulations on the amount of loans and the time. 

Mr. McDonoveu. And, of course, following that procedure through 
it would require also a stated amount per month for rental for eac ch 
unit, according to the loan. 

Mr. Lucas. I think that is correct, sir. 

Mr. McDonoven. But that isn’t stated in the bill. 

Mr. Lucas. That will be up to the officials who operate the FHA 
to make those rules and regulations. 

Mr. McDonoveu. Because in a loan under an FHA home you have 
an occupant who agrees by contract to pay so much per month. Here 
vou have an individual who obtains a loan, we will say, of $50,000 to 
build an auto park, over a period of 20 years, to pay—how much per 
month? That is the question. 

Mr. Lucas. That rental value I would think would be determined 
detinitely by the Administrator, depending perhaps upon, the condi- 
tions, the surrounding situation existing in each separate park. 

Mr. McDonoveH. Wouldn't the terms of the mortgage more or less 
state a minimum charge per month per unit ? 

Mr. Lucas. That could very well be, sir. In other words, the FHA. 
in my opinion, are not going to lose any money to this proposition. 
They are going to see to it that rules and regulations are laid down 
which would be the most effective from the st: indpoint of efficiency 
and from the standpoint of getting money out of it. 

Mr. McDonoven. The possibility of losing is if the location was 

poorly chosen in the first place, and if the individual who managed it 

wasn’t doing a good job, and the loan went sour, and then for what 
other purpose could it be used? You couldn't build houses on these 
underground facilities. 

Mr. Lucas. I am not so sure about that. sir. 
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Mr. McDonoveu. Well, that is the question. 

Mr. Lucas. We think you could. 

Mr. Brown. I understand the rental is about $30 a month. In 
less than 3 years they could pay the loan off. 

Mr. McDonovuen. That is providing they were all occupied. But if 
the location was poor—we will presume the most extreme situation— 
if the location was poor, the management was poor, the facilities were 
built underground, if those underground facilities are so located in 
the acreage in which they are built so that if the trailer camp should 
fail they could later serve the purpose of a home, then you would have 
a pretty secure situation. 

Mr. foate. There isn’t any doubt in our minds, sir, that you could 
do that very thing. In the event of default, say, of the loan, there 
wouldn’t be any doubt in our mind that everything that we have there, 
that a home could be built right on this trailer space. 

Mr. McDonoven. Do you mean the amount of land for a trailer 
would be equal to the amount of land needed for a home? 

Mr. Lucas. Forty by sixty. 

Mr. Witson. We have had some experience in that, sir. There are 
a number of parks now being developed in the country, and I think 
the main one is up in New England, where instead of actually calling 
himself a mobile home park he calls himself a mobile home subdivi- 
sion, and it is so laid out—and I would say the trend is in that direc- 
tion—that it would be possible. It might not be possible, I agree 
with you, that 40 by 60 might be too small a lot to build a home on, but 
after a period of years he might be able to build one at every other 
site, utilizing the road facilities and utilities which have to a degree 
been written off. 

Mr. McDonoveu. Then you have a situation where a trailer park 
may be a very essential necessity today, and 10 years hence the town 
has grown up around it until it becomes undesirable, as far as the 
surrounding area is concerned. So you have to conovert it into some- 
thing else. We have had that situation develop many times in Cali- 
fornia, in Los Angeles County, where trailer camps were very de- 
sirable at the time they were built. Then the houses were built around 
them until they became a menace. 

Mr. Lucas. I should think that land would be sufficiently developed 
from the point of worthiness that there wouldn’t be any question about 
losing anything from the standpoint of the Government, if you had 
that kind of developing go around a park, because that land becomes 
very valuable as a result of the development taking place. 

Mr. McDonoven. If the loan can be secured on the basis that it 
can be used for a trailer camp, and designed so that it can be con- 
verted into homesites, if, as, and when that should occur, I think 
that would be a pretty sound situation. 

Mr. Lucas. I should like to answer your statement by making this 
observation, sir: There isn’t anything that is perfect in this world, 
and I imagine the FHA made some bad loans on homes. I don't 
say that every loan that they make on a trailer park is going to be 
the best in the world. However, that comes under the jurisdiction 
of the FHA, and if they have a careful administrator, when the ap- 
plication is made for this type of loan, and they make the investi- 
gation as to the spot where it should be, and the type of individual 
who is making the application, his financial responsibility, and his 
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efficiency, and so forth, all of those things will go into the considera- 
tion, and I undertake, as a result of what I know about the financial 
situation with respect to loans that are made upon mobile homes, 
by finance companies and banks, that the loss is less on mobile homes 
today, as a unit, by a finance company, than there is on automobiles, 
washing machines, or anything else. 

Mr. McDonoven. You are talking about the mobile units? 

Mr. Lucas. That is right. 

Mr. McDonoveu. I am talking about the land. 

Mr. Lucas. I am saying that to show how important it is, and if 
you have that kind of financial situation back of it, it is going to help 
the park situation. That is the only point I am making. 

Mr. McDonoven. Senator, [ can tell you this: Out in our country 
we can use these trailer camps to good advantage, but I would like 
to tind a satisfactory, secure, and w well designed ‘and devised method 
of financing them. 

Mr. Lueas. I agree with you, sir, wholeheartedly, on that; we don’t 
want anything that isn’t secure, either. But we do believe that the 
banks and loaning agencies of this country must be educated to this 
pot. Up to now they have not been too sympathetic, and I believe 
it is beeause they fail to understand the development of the mobile 
home in the last 3 or 4 or 5 years. 

[, myself, before I became connected with this organization as 
their legislative representative here in Washington, didn’t realize what 
was in one of these mobile homes until I went to one of their shows, 
and it is fantastic. 

The Cuarrman. What proportion of the occupants of these parks 
are permanent residents and what proportion transients / 

Mr. Witson. If I could answer that, sir 

The Cuarrman. Well, are there many permanent residents? 

Mr. Wirson. We have to almost come to a different concept of what 
a permanent resident is. 

The CHarman. Are the majority of the occupants permanent 

residents ¢ 

Mr. Wirson. Yes, sir; the mobile home is the permanent residence 
of about 96 to 98 percent of the people dwelling in them. It may not 
be permanent in one place because of their occupation or the fact that 
they are required or they have some concept of mobility, but it is still 
their permanent residence, and they are not transients in the sense of 
the traveler. They don’t own another house. 

As an instance, in Florida, there are in the neighborhood of 45,000 
to 65,000 every winter. Most of those people are very responsible 
retired people. Many have sold their northern homes. They don’t 
even have them any more. 

The Caairman. These parks would be available for transients also? 

Mr. Winson. Yes, sir: and I would say that represents, varying 
through the years, up to 4 percent of the occupancy. 

If Mr. McDonough would hold his question a little bit, Mr. Kaul, 
representing the Trailer Coach Association, will follow us, and I am 
not ( trying to make part of his talk, but I know that in a statement he 
touches on what we think is a very important thing: That if this 
F HA plan is approved, FHA will help in improving the condition 


of all of these homes by setting up certain restrictions, certain qualifi- 
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cations, so that the area that the city may grow around might ulti- 
mately be one they would be proud of. 

On the other hand, as Senator Lucas has said, there is a land eco- 
nomic value involved. We do not recommend in our park planning 
division, for instance, that a person build a mobile home park in an 
area where it is going to run over $1,500 to $2,000 an acre. That is 
why you don’t find them in the center of Chicago. The land eco- 
nomically will not support it at the rental price. So that when it 
reaches that point, there is usually a transition, and it will go for 
something else, but we are quite interested, and we have been exploring 
seriously this development of the mobile home subdivision. 

Mr. Mutter. It is a fact that where a community builds up around 
one of these mobile home parks it necessarily increases the value of 
that. very land where the mobile park is, and when it gets high enough 
the mobile park moves out and the entire area is converted like the 
surrounding area into permanent home sites, and the man who owns 
the park can always sell out at much higher price which makes that 
mortgage that much more secure. 

Mr. Wiuson. That is right. 

Mr. Murer. Turn back a moment to the chart you were last talking 
about. That, you say, is a typical park site. 

Mr. Witson. Yes, sir; relatively typical. 

Mr. Murer. What is the total amount of cost there? 

Mr. Witson. $113,000. 

Mr. Mutrer. How many units would that site accommodate ? 

Mr. Witson. Seventy-nine units. 

Mr. Mctrer. So there should be an average income on that site of 
79 times $30 per month ¢ 

Mr. Wixson. Yes, sir. 

Mr. Mourer. The amount fixed in this bill of $100,000 per unit is 
the maximum that may be loaned ? 

Mr. Wuson. That is right. 

Mr. Mvutrer. It will be up to the agency to determine what a safe 
loan will be up to that amount. No matter how safe it may be they 
can’t go above that amount ? 

Mr. Witson. That is right. 

Mr. Murer. But they can lend only a hundred dollars a unit, o1 
any other sum up to the maximum ? 

Mr. Witson. Yes, sir. 

Mr. Mutter. And they would have to take into consideration, as 
Mr. Barrett suggests, the area where this unit is being located ? 

Mr. Wirson. Yes, sir. 

Mr. Mutrer. And if it is one of those areas near a temporary con- 
struction, where you are bringing in thousands of workers, and the 
construction is going to last for only 3 years, you couldn’t expect very 
well that they would lend you up to 20 years on your mortgage, but 
that again is an administrative problem. They would take into con- 
sideration the permanency of the particular area where you are 
building, this park, and have that in mind when they fix the maturity 
date of the mortgage; that is right, is it not? 

Mr. Witson. That is right. 

Mr. Mutter. So that all we have done here is to set up a general 
standard, in this bill, but the details must be worked out by the FHA, 
in connection with each particular application for a loan? 
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Mr. Wuson. That is correct. 

Mr. Lucas. I would like to add that the industry we represent here 
is more than anxious to see that these loans are proper, and that they 
don’t make an improper loan. We can’t govern them, but we know 
that the FHA, which is going to administer this act, will see to it that 
all the factors that you have talked about, Congressman, are taken 
into consideration before the loan is made. And we don’t want any 
other kind of a park but what you describe here, because otherwise it 
harms the industry itself. We don’t have the type of park, then, that 
we think ought to be built under a loan of this kind. 

Mr. O’Hara. And, Mr. Chairman, bearing upon the matter of sta- 
bility, it is strongly in my mind that this is an expanding source of 
housing for retired people. We find that many people having incomes 
from pensions, and so forth, limited but fixed incomes, are finding this 
type of housing within their means. They purchase one of these 
trailers and go to Florida, or California, or Arizona, in a suitable 
climate, and they make this their permanent home, paying some $30 
ui month for maintenance and services and thus they are enabled to 
live comfortably on their limited but fixed incomes. There is no com- 
petition since there is no other source of housing in this cost range. 
Certainly, these are factors that make for stability of these invest- 
ments. 

Mr. Lveas. I think Mr. Wilson might also explain the minimum 
price as well as the maximum price of one of these mobile homes, 
with all the equipment. 

Mr. Davipson. May I ask a question ? 

The CHatrman. Mr. Davidson. 

Mr. Davipson. On that last chart of yours, showing a trailer park, 
representing a total investment of something in the neighborhood of 
$113,000—first, let me ask, has the Association of Mobile Home Owners 
built any trailer parks or facilities of this type itself ? 

Mr. Witson. No, sir; we have not. We established a park plan- 
ning division several years ago, and we offer a gratuitous service to 
anyone designing the park. We have an architect who will lay one 
out, we supply prints for underground utilities: we have discussed 
that, we have explored it—generally speaking. we have thought it 
better to let private enterprise build the parks and for us to assist 
them rather than for us, as a trade association, to possibly trap our- 
selves in that business. If you build one in one city, another city 
park operator might want one, and before you know it we own parks 
as a trade association. 

We have generally felt that was not sound. 

Mr. Davipson. But you render service, and you suggest standards to 
those who want to build these parks / 

Mr. Witson. Yes, sir. 

Mr. Davipson. You have that sort of a unit or division in your 
association. 

Mr. Winson. Yes, sir. 

Mr. Davipson. And I assume that this chart, which is now before 
us showing the fixed assets of the land, organization expense, and the 
various facilities, is a typical or model example of the type of park 
that you people would approve or suggest would cost: is that right? 

Mr. Witson. That is right: it is relatively typical. 
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Mr. Davipson. Do you have the figures with regard to maintenance, 
cost of operation, what the interest and amortization would be, if you 
received a loan, whether it would be small or large, whether it would 
be 80 percent, as is suggested in this bill, or a smaller amount, such as 
you referred to when private banks weren’t too anxious to be generous, 
and what the return would be to a man who invested that kind of 
money ¢ 

Mr. Witson. You will find some of those maintenance figures in this 
book by Professor Michelon. 

Mr. Davinson. I am not talking about maintenance figures alone, 
I am taiking about the financial setup, the general accounting. I am 
an investor. Iam thinking of building one of these parks, let us say, 
for $113,000, and you suggest it tome. I want to know what kind of 
a return I can get on my investment. Do you have a chart showing 
that / 

Mr. Witson. No, we do not. 

Mr. Davipson. Because I think that is at the very heart of the thing. 
1 think that the stability of a trailer park depends entirely upon the 
manner in which a man who makes an investment, or a bank who 
makes an investment, guaranteed by an FHA loan, or anybody else, 
will come out. What is the return? What is the opportunity for 
profit ¢ 

Mr. Wusson. Our financial consultant, Mr. Welsh, confers with 
people who come in and ask about their opportunities, and if I could 
defer to him I would like him to answer that question. 

Mr. Davipson. All right. 

Mr. Nicuotson. How do you get the $113,000 ? 

Mr. Wixson. That was just called to my attention, and it is taken 
out of a page in the textbook, and I think there was something left off 
of it. Itisin Dr. Michelon’s book, in his balance sheet. 

Mr. Brown. What is the average cost of one of these trailers? 

Mr. Witson. The average cost is from $2,500 to $6,000. So it is 
hard to establish an average. Let us say the average is about in the 
$3,500 to $4,000 range. Most of them today run about 35 to 40 feet 
in length. We have always said as long as the person wants to take 
care of it, the life is the same asinahome. The only part of the unit 
that can wear out is the undercarriage. It is maintained just as a 
home except that it is easier to maintain than a home because it has a 
metal exterior. 

The trailers built prior to the war are still in existence. Many of 
them are obsolete because of this new development in construction. 
Many of you know that during World War II, when we built about 
35,000 units for the United States Government, units that we con- 
sidered inadequate—they were built of materials we wouldn’t ordi- 
narily use—they were built to last 3 years, and unfortunately, some 
of those are still in existence. Students are living in them around 
universities and places. They are not adequate—but they will last 
as long as they are maintained. 

Mr. Brown. The upkeep is not very expensive, is it? 

Mr. Wuson. Virtually nominal. And the upkeep in a park is very, 
very low, because you can see it is primarily utilities and roadway. 

The Cuarrman. How many trailers are constructed each year now ! 

Mr. Wirson. This year we estimate we will pr oduce approximately 
between 80,000 and 85,000. Last year it was 76,000. But I think it 
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will be at least 85,000 this year. Since World War II it has averaged 
about 70,000 a year. 

Mr. Wipnatt. What kind of a sewage system do you get for $6,000. 
What facilities are provided for $6,000? 

Mr. Witson. For his sewage system he provides his drains, traps 
under each unit, and he has a septic tank drainage field which is also 
described in this text. 

Mr. Wipnati. Do they all feed into the one drainage field ? 

Mr. Wuson. Oh, no; they will feed into 1 or 2 or 3, depending on 
the health authorities of the particular county. That is why price 
across the country is a difficult thing to establish. If the park is so 
located that it can tap into your city sewage facilities, the cost will 
be less. Most are in outlying areas, and may have a septic tank 
drainage field. 

THe Cyarrman. Is there a permanent bathtub in every well- 
constructed trailer ¢ 

Mr. Witson. Yes, sir. A few years ago they thought showers would 
be adequate until we conducted a consumers’ survey 1 year and re- 
ported at our annual meeting that 98 percent of the ladies interviewed 
said they wanted bathtubs. So within 2 months everyone had a bath- 
tub. And shower also with the bathtub. 

Mr. Wipnat. Getting back to the sewage system, they wouldn’t 
readily be adaptable for house purposes, a system such as that, 
would it ? 

Mr. Witson. They might have to be designed for house purposes. 
But you might have to change your connection to the house, but the 
system itself would be in with your laterals and your main sewers. 
Your connection could be changed. In other words, you would not 
have a trap outside of your house. 

Mr. Mutter. I would like to hear Mr. Davidson’s question answered, 
which is still pending. 

Mr. Davipson. Thank you very much, Mr. Multer, I have been 
waiting for that. 

Mr. Wetsu. Mr. Davidson, briefly, we have found that a 50-space 
park run by a man and wife proves to be very profitable even where 
they have invested only their own funds. If they were able to borrow 
part of their funds, there would be a 25 to 30 percent return. 

If there is a manager, out of their own funds, the net profit, after 
taking out of it total running expenses, and everything else, would 
run about 12 to 15 percent. On a 50 percent loan, of course, that 
would jump it up to 20 to 25 percent. 

There is one point in connection with the parks that has not been 
brought out. Most of the park owners, when they are developing 
their parks, also sell trailers. ‘They have a demand for them. ‘That 
gives him a very large additional revenue. As a result, wherever the 
parks have been able to get loans, and the loans have been made not 
on the parks but on other collateral or other credit standing of the 
borrower, they have been able to pay them off in 5 years. 

There are several right here around Washington. 

Mr. Davinson. Mr. Welsh, aside from those loans where other 
assets or other income is taken into consideration, you say we might 
be able to anticipate an income of 12 percent, or thereabout, on the 
total investment. Of course, I haven’t had a chance to look at this, 
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but I see on page 112, the XYZ Trailer Park, Inc., a model profit- 
and-loss statement. Of course, that is entirely lacking in any figures 
with regard to financing or maintenance—that is to say, if you need 
any help. 

Mr. Lucas. There is salaries, repairs, and replacements in there. 

Mr. Davinson. I don’t know what type of an operation. I have just 
been toying with my own figures here, and, of course, you were first 
referring to an 80-place operation. You say there is approximately 
$30 a month that can be gotten out of these. Once in a while you have 
a vacancy, once in a while you have a transient, 1 would say you 
would have about a $25,000 gross income—over a 12 months’ period, 
if you kept your place going all the while. You were talking about a 
$125,000 operation, with 80 spaces, and an 80 percent loan would be 
$100,000 loan. Now, if you wanted to amortize that in 20 years: 
let us assume the Government charged you 4 percent on the loan you 
would have to pay close to three or two and a half, anyway, on a con- 
stant payment basis to amortize in 20 years, so you would have to pay 
something in the neighborhood of 7 percent. That would be $7,000 
right there, and then, of course, you have taxes on the land, and that 
depends on where the site is. You have the utilities, you have got 
to pay for. If you are going to supply them, of course, you get a 
great deal of that back, but you have repairs, and if you are going to 
put up buildings and swimming pools, and so on 

Mr. Wetsn. That is part of the capital investment. 

Mr. Davinson. But you have to have maintenance. I have been 
looking at this thing from the standpoint of an investment. That we 
have to do because we are going to ask the Government to be an in- 
vestor, if they guarantee the loan. 

Mr. Wetsu. Using our own figures you would have a gross income 
of about $25,000 against an amortization of about 7 percent on $100,000, 
which is $7,000. 

Mr. Davinson. Yes. 

Mr. Wetsu. You could add to that roughly five or six thousand 
dollars for maintenance and management. Maintenance is remark- 
ably small for the reason that most of those home owners take pride 
in fixing up their own place, and do a great deal in helping out the 
park owners. They always have help right on the place to do it. 

I would say that five or six thousand dollars would cover your oper- 
ating expenses. So you would have, with a $25,000 income, with 
amortization and operating expenses running to ten to twelve thou- 
sand dollars, you would have double your principal and interest pay- 
ments. That is entirely without giving any income to what many 
of us in the parks have, such as a filling station, a little grocery store, 
outside income we might have. 

Mr. Davinson. Of course if you are going to run a grocery store 
for 80 trailers you have got to have a man operate it and you will be 
very fortunate to break even on that. 

Mr. Lucas. We don’t contemplate any grocery store in this deal. 

Mr. Wetsu. Those are things outside. 

Mr. Davinson. You have got to leave those things out of it because 
the Government is not going to guarantee on things outside. 

I might have a wealthy brother-in-law which might make my risk 
a better one. 
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Mr. Wetsu. According to the figures you have, two to two and 
a quarter times your principal and interest and operating expenses 
covered by gross income. 

Mr. Davinson. In other words, you would have a return of $10,000 
on a $25,000 investment; is that right? 

Mr. Wetsu. You mean net income? 

Mr. Davipson. Yes. 

Mr. Wetsu. Yes. 

Mr. Davipson. You would have that much / 

Mr. WetsH. Well, if you are speaking about an 80 percent loan, 
your investment is only $20,000. 

Mr. Davinson. You said a $125,000 deal. Eighty percent loan is 
$100,000. That is a $25,000 cash equity investment. 

Mr. Wexsu. Right. 

Mr. Davinson. Ten thousand dollars net return ? 

Mr. Wetsu. Yes. 

Mr. Davipson. Do you know any operation in the United States 
that has that sort of a financial balance sheet that they can show us / 

Mr. Wentsn. Of our people? 

Mr. Davipson. Any of the people you know of operating trailer 
parks, 

Mr. Wetsu. I know of no operating park that has been able to 
borrow on anything like an 80 percent loan. 

Mr. Davipson. If they have a business operation that returns that 
amount of money why isn’t the bank interested ? 

Mr. Wetsu. That is what we want to know. 

Mr. Davipson. That is what the Government wants to know. 

Mr. Wetsn. Well, the banks up to date have refused to make loans. 

Mr. McDonoven. Do you mean they have totally refused or have 
they obtained some? 

Mr. WexsH. They have obtained some, but it is usually placed on 
credit outside the park. 

Mr. Davipson. Then we have an irrelevant situation. I know that 
all over the United States today they are building parking lots, which 
have very few facilities other than electric lights, grading, and so 
forth, and yet all over the country banks are lending substantial 
sums of money on first mortgages on parking lots, up to 60 percent. 
Why is it they don’t want to go into these propositions when they 
are supposed to be so profitable / 

Mr. Wetsu. That is the question we have been trying to find out 
from the banks. 

Mr. Davipson. Unless I know the answer I can’t intelligently dis- 
cuss this thing. 

Mr. Weisu. The answer is the banks don’t lend on it because they 
say that it is new, it isn’t proven, they don’t know, and it is a question 
of educating them. We haven't yet been able to educate them into 
making loans. 

Mr. Davipson. It is a business, and there is nothing new about a 
balance sheet to a bank. 

Mr. Mutrer. Mr. Davidson, will you yield to me? 

Mr. Davipson. Yes. 
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Mr. Murer. The page you refer to, page 112 of Michelon’s book, 
must be related back to page 9 in the same book, from which this 
chart is taken only in part, and I would suggest for the clarity 
of the record, Mr. Chairman, that if we make part of our record at 
this point the balance sheet that appears on page 9 of this book, to- 
gether with the profit-and-loss statement which appears on page 112, 
that that will be helpful. 

The CuarrmMan. That may be done. 

(The material referred to is as follows :) 


XYZ TRAILER PARK, INC. 
Balance Sheet as of Jan. 1, 


ASSETS 


Current Assets: 
> i 2.” aa A. $100. 00 
Bank and cash 1, 718. 5: 
18, 000 


Fixed Assets: 
ee a ee eee i 18, 371 
Organization expense ; 4, 748 
Recreation building $10, 076. 5 
Service building . 6, 570. 
Laundry building 3, 301. 
Hobby-shop building 1, 600. 
Sewer system-_- 6, 779. 
Water system 8, 098. 67 
Moags. ..<..< L Ee SRS 2 6, 052. 5f 
Landscaping - 5, 323. 48 
P. A. system : 142. 40 
Trailer furniture 5, 671. 07 
Trailer equity 6, 707. 70 
Patios 3, 423. 85 
Tools and equipment: 
Power 4, 000. 00 
Other 685. 63 
Electrical system 4, 473. 71 
Jeep 2, 497. 37 
75, 404. 56 


Total 
a i ee 


LIABILITIES 
Capital : 
Authorized capital stock 100, 000. 00 
DR OE TED TE LE AIRE CALLE SS EE I ORE pL. io te 600. 00 


99, 400. 00 


18, 937. 74 








a 2 aa eS 
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Profit-and-Loss Statement 


YEAR ENDING DECEMBER 31, 1954 





INCOME 
Rent income from monthly customers___-________-__---_-_-_-_-_ $25, 457. 75 
Kent income from overnight customers_________________-_-__-_-______ 2, 350. 66 
Electricity paid by customers (meter income)_____________-_____ 1, 200. 30 
Trailer tax (county, city, and schools) paid by customers__________ 375. 00 
Washing machines (meter income)... 1, 100. 25 
a a omeermintbvimnbigiomionuramine, + tamebean 
aeeee me ere al TEs ee ee 30, 483. 96 
EXPENSES 

gigg 8S ER U8 Ee 0S Se BAER AEE TESE SPwas 1 Geet eee, SP Te ee eS 375. 00 
i EIR ST BR SED ge Ey Oc eee ae ea re 405. 50 
ES ELE SLE ET, PE ee ee 1, 200. 00 
Misceiiemeons patty-cash isems-....-......_..........---..-..----.. 496. OS 
Gem ee te a ee ee eee 175. 00 
eye ER ES NREL TS MES UES iS Cee oe i Pee eee eee eee Oe See ee 219. 80 
TSE SS te ee ou Sb Secchi 552. 46 
TS ES ee Se ee ee eee eee eee ae 752. 64 
SSOSNE, Serene CUMIIOUIEN 00h ain ieee eee 119. 90 
BN IEE SE SE ac eee) ee ea ey ae 167. 60 
Salaries’ Gira moerml seeeritys 20 ito me eouiaze | Boe. OO 
ER SA Se ae ey Oa ee Se ee a 593. 04 
Lie ah ht cents Gene eae het mine neem 265. 36 
l-epreciation on buildings and equipment______--__--__________--~_- 5, OU2Z. 24 
16, 546. 22 

GL tacos Trem BAT ONETRTIOU.. 5 2 enn 13, 937. 74 


Mr. Mutter. Then we have got to break down what the prospective 
mortgage loan could be on this kind of a typical park. You have 
omitted from that chart, which appears on page 9, the current assets 
of the operation, which is about $14,800. You showed a net operating 
profit of $13,000 and you can find out how that is arrived at only by 
turning to page 112 and taking the prospective income and all your 
expenses. 

If you took the value of that land, as improved, you would then 
have as the basis for your loan a total of $98,000 for 79 units. The 
maximum loan under the law could be 80 percent. Eighty percent of 
the $98,000 will bring it down to about $79,000. If you took that 
amount and assumed you had to get a loan which was going to pay 
6 percent. interest—and that is much too high if this is to be an in- 
sured loan, but let us take the maximum because it is new business, a 
hew venture in the insurance field, for FHA, and we want to make 
sure that the premium will be enough so there will be no losses—so 
let us take 6 percent, which will include the premium charge by FHA 
for insuring the mortgage, and let us assume that on this project you 
were going to let it run for 10 years, 10 percent a year. That is a 
hundred dollars a year. Then your maximum interest and amortiza- 
tion payment will ‘be $160 a year. It will be less because as you are 
bs aying off your principal your interest is going to be less. The first 
year it will be $160, interest and amortization, would require you to. 
receive about $11,000 on 79 units. 





63137—55——16 
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Mr. Davipson. If you take that off the $13,900 profit, that is shown 
on page 112, I don’t see how you can work it out. 

Mr. Mutrer. That is the very point I am going to make next. 

One thousand dollars a year is capital investment, reduction of 
the mortgage. It is true, he a} pay it out of his income. A man who 
is going into this venture is sav ing a thousand dollars a year out of his 
income. 

Mr. Davipson. Will the gentleman yield? 

Mr. Muvrer. Yes. 

Mr. Davipson. You know there isn’t a real-estate man in the whole 
United States, or any bank, that would make a loan on the basis cf 
the amortization over a period of years. They have got to see a 
voing profitable concern, day by day. There has got to be some reason- 
able return on the investment. You don’t live for the amortization 
alone. 

Mr. Muvrer. Of course not, that is why in this particular project, 
while the maximum could be the figures we have given, FHA could 
properly say “On this project we are going to lend you only 50 per- 
cent,” which would be $500 a unit, and at 10 percent that is $50 per unit, 
and he has the difference on which to live and has a very profitable 
operation. 

Mr. Davipson. The less money he can borrow the less profitable the 
operation is going to be. How about that, Mr. Welsh? From a real- 
estate investment standpoint, the more you can borrow the larger 
your percentage of return; isn’t that true? 

Mr. Wexsu. The bigger your leverage. 

Mr. Brown. I suggest that the witness be allowed to proceed with 
his statement. 

Mr. Witson. I would just like to show this one chart to illustrate 
what Mr. Lueas is discussing. This is a diagram of a typical park as 
we suggest they be constructed. 

But, again, you see, everything on top of the park. Underneath, i 
is necessary to put a complete network of a sew: ige system, water sys- 
tem, and electrical system, and we have developed that merely to illus- 
trate further the problem of construction. 

Mr. Brown (presiding). All right, Mr. Lucas, you may proceed. 

Mr. Lucas. Thank you, Mr. Chairman. 

We are happy to have all these questions because it demonstrates 
ain unusual interest in our problem, and we are glad to try to answer 
them as best we can. 

Mr. Davipson. I just want to say this in conclusion, Mr. Lucas: | 
certainly hope that you don’t think my questioning is anything but 
constructive, and I think that the questions that I have ‘aised will 
surely be resolved if we can supply for the record some sort of typical 
operation which will show that these are profitable, and they must be 
profitable or nobody would be building them. 

But I would like to see what the operation of one of these things is, 
to know whether or not it is the type of business that I personally, 
for my own little vote here, could sanction the Government going into 
to the extent of 80 percent on a guaranteed mortgage. 

(The following letter and statement were submitted in answer to 
Mr. Davidson's questions :) 
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THE KAUL Co., 
June 7, 1955. 
Hon. BRENT SPENCE, 
Chairman, House Banking and Currency Committee, 
Washington 25, D. C. 

Deak CHAIRMAN SPENCE: In the course of the hearing on H. R. 6164 on Friday, 
June 2, 1955, Congressman Irwin D. Davidson asked whether mobile home parks 
were profitable enterprises and whether the industry could furnish an operating 
statement for a typical park. 

Although no statistical survey has been made which will give us an industry 
average, we have been able to compile, and enclose herewith, a typical operating 
statement based on the current operations of some typical parks which aggre- 
gate over 560 spaces. The experienced operators in this business calculate to 
earn between 5 to 10 percent per year on the capital investment, which is ap- 
proximately what the attached statement indicates. Some operators may do 
a little better and some not as well as this, but in general, mobile hoze parks have 
been a prudent investment. We know of no bankruptices or foreclostres of good 
quality parks since World War II, nor have we heard of any spectacular 
profits in the industry. 

Congressman Davidson also asked why banks are reluctant to lend if the 
mobile parks are sound profitable businesses. Most of the reluctance is due to the 
fact that the parks are located in the outskirts of town, or near Government 
installations, where the course of future development is less certain than in urban 
subdivisions and commercial developments. If mobile home parks are included 
under FHA, we believe, the lending institutions will open up credit just as hap- 
pened when farm housing in outlying areas was made eligible for FHA and 
Department of Agriculture guaranties. 

We sincerely appreciate the consideration of the House Banking Committee 
and earnestly hope that Congress will take favorable action on the proposed 
amendment to include mobile home parks in the National Housing Act. 

Respectfully yours, 
RALPH KAUt, 
Consultant, Trailer Coach Association. 


Typical operating statement on 100 space mobile home trailer park based on 
current operation of park having aggregate 560 spaces 


Revenue: Per month 
ets ee eee re a a eke se 2, 750. 00 


EN SE PEE SS ae One Ae ae ee "137. 50 
C8 gael wet TP. “serge a i hl adel tt opel Rael ya AC eee RIA 2, 612. 50 
CDeuren seeceeeeee samen 200. 00 
(OS a Be; A OES, PEE TS PES | 2, 812. 50 
Operating costs: 
a SS EEE BREE S Bi ESSE ESS ae ee ee ee eee On ee ee eee 490. 00 
eee Ne TE eee oe eT SE Pee ee 71. 00 
a di te Iss acnsdectpiom gree aacakipa tac nips nape onto 94. 00 
I ene 522. 00 
a A aia i ee a a 9. 00 
SN RES 40 BS Pe LE eee ae 35. 00 
Supplies and service____--________- BF Ee a Te a ee 80. 00 
pee meee woterament 7 kk a ee 500. 00 
Re th SES SSE SIE a ea FP SAS ih age ee 25. 00 
ca ee er ee ea ep hcinm ioe a 30. 00 
Overhead including legal and accounting Es aiesee oso Se A, 95. 00 
Tee een eo i a am mace maces 105. 00 
2 | is Aira eaten Sis SRE eal et en =), "Daten ten hs iret eo atl 2, 056. 00 
EE A Se Ae ee a ee 756. 50 
Less 30 percent Federal income tax_-_-.--........-..-__.-_____-_--- 227. 00 
Se ee Om a os ee ee 529. 50 


Annual rate of return, $6,354 or 6.3 percent. 


1 Assumed $80,000 mortgage 5 percent 20 year on 100 spaces $100,000 appraisal. 
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Mr. Lucas. Your questions have been very objective, and have been 
helpful to us. We are glad to have them. 

These amendments, as I have indicated, relate to FHA insurance 
on the financing of real estate and improvements, clearly consistent 
with the FHA pattern of insurance activities. 

In effect, the mobile-home park is a suburban apartment develop- 
ment, something with which the FHA is long identified. The princi- 
pal difference is that in the case of the mobile-home park the tenant 
owns the unit and rents the space and the utilities. It is for the 
financing only of the land, improvements, and utilities that FHA in- 
surance is called for, not for the units themselves. Consequently, 
normal FHA practices would obtain. Operations under these amend- 
ments, if adopted, would require no radical departures from FHA’s 
customary procedures. 

Although the FHA would probably prepare and promulgate a set 
of regulations applicable only to Eg parks, it is to be ob- 
served that the items financed by the FHA-insured loan proceeds fall 
within the general area of the present FHA-insured program, that is, 
land, improvements, and utilities. The difference is that the mobile- 
home park would require less FHA-insurance commitments because 
residential structures are not included. But the objective in all cases 
is the same, to provide more housing: In the routine case, by insuring 
loans for the residences themselves, and, in the instant case, by insur- 
ing loans for the provision of the improved, utility-serviced spaces 
on which the shelter will be located. 

Mr. Chairman and members of the committee, I am not unmindfu! 
of the congressional and executive policies against FH A-insurance of 
loans to finance transient accommodations. That is why I am anxious 
to emphasize that the improvements constructed or financed under 
H. R. 6164 are not transient. They are as permanent as anything can 
be—land, grading, paving, subsurface utilities, and so forth. The 
spaces thus provided are not available for overnight parking. They 
are rented by the month to families having a longtime need for that 
location to accommodate a specific purpose for being there, an inde- 
terminate assignment to a military post, a 2-year objective. The record 
must be clear on this point. 

Under this bill FHA would not be participating in a venture to 
finance an overnight hotel for a constantly traveling trailer, but rather 
would be participating in a program for mobile-home parks, meeting 
all essential requirements for planning and plumbing, fire and wiring 
codes, calculated to provide spaces for stays of semipermanent, inde- 
terminate lengths of time by completely equipped and furnished 
homes. 

As Prof. Taylor W. Meloan, assistant professor of marketing of 
epeane University, says on page 114 of his recent book, Mobile 

omes : 


* * * mobile homes have evolved into special-purpose permanent housing that 
has become and will undoubtedly remain an important part of American life. 

That there is need for more and better trailer parks is clear. I am 
sure that you committee members in your travels have been impresse« 
both favorably and unfavorably by what you have seen in the way of 
trailer courts or parks, Some are very good and some are very bad. 
We believe there are too many bad ones. j 
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Our association, the MHMA, maintains a field staff to visit, inspect, 
and rate these trailer courts for our guide book. We wouldn't under- 
take to tell them what to do, but we would furnish them gratuitous 
service in the way of technical advice that our men might be able to 
give them if they so desired. 

Last year we rated as satisfactory only some 5,500 such trailer 
parks of the approximately 12,000 in the United States. We rate 
these parks on such features as sanitation and sewage facilities, power 
availability, means of entry and exit, roadways provided, water avail- 
ability, fire hazards, recreation areas, appearance, and so on through 
i comprehensive checklist. To those which rate 95 points or better 
out of a possible 100 we award what we call a gold-star rating. Last 
year we were able to make less than a thousand such awards. 

Finally, may I point out that many leaders in the financial fater- 
nity who specialize in retail financing are enthusiastic in their endorse- 
ment of these amendments. Once it became known that a bill was 
voing to be introduced proposing amendments intended to authorize 
FHA to insure loans for mobile-home parks, many bankers financing 
mobile homes at retail communicated with us to express their endorse- 
ment of the need of these amendments. These endorsements have 
come from large and small banks, from national as well as State 
banks, from finance companies and discount houses, and from various 
parts of the country. I do not want to burden you or the record with 
lengthy quotations, but I ask your indulgence to quote a line or two 
from a few representative letters. 

From the Mbess Discount Corp., Albany, N. Y.: 

In my area we have many parks which are marginal due to one reason only. 
That reason is lack of adequate park financing. I find that park owners have to 
build their parks out of park earnings. There is no mortgage money available 
due to lack of Government participation. 

From Southeastern Fund, Columbia, S. C., which does business all 
over the southeastern part of the country : 


The one segment of this industry which has been slow to keep pace with the 
improvements experienced in the other segments has been mobile-home parks and 
courts * * *, We believe that more persons interested in real estate develop- 
ment would construct parks or courts if reasonable medium-to-long term financ- 
ing was available. 


And on the question of the Government going into a matter of this 
kind, you could say the same thing when FHA went into financing of 
housing. Private enterprise was not able to handle the situation, just 
as private enterprise is not able to handle this situation. 

From Denver, serving the Mountain States, comes a letter from the 
Citizens Savings Bank: 


We have financed hundreds of mobile homes and in addition to the military 
personnel we now find our customers engaged in road-construction occupations, 
dam-construection workers, and oilfield employees. All of these occupations 
necessitate the moving of the person and his family from time to time and 
they have found that mobile-home living is expedient in their moving from city 
to city. They are not forced to sell a house and, therefore, their mobile home 
becomes a wise investment. 

We understand that your association is endeavoring to have an amendment 
of title II of the National Housing Act authorizing FHA to insure mobile parks. 
A very great requisite of mobile home living is a comfortable, sanitary, modern 
trailer park where they can park their trailer. 

Most of the trailer parks are in a deplorable condition because the park 
owner is unable to adequately finance needed improvements in the form of 
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sewer, sidewalks and patios, power connections, and needed landscaping. In 
my opinion, mobile-home owners are entitled to the same consideration and 
treatment as those persons who rent a unit in a multiple dwelling. 

FHA title II insurance would make it possible for park operators to finance 
the cost of their parks and its improvements by interesting large investors with 
adequate capital. 


Two of the largest financing companies in the country have writ- 
ten. One, the Commercial Credit Co., Baltimore, writes: 


From our investigation and surveys it is quite apparent there is a need for 
additional mobile-homes parks throughout the country. We further under- 
stand that your association is endeavoring to secure an amendment to title 
II National Housing Act, authorizing FHA to insure mobile parks. We cer- 
tainly recommend their entering this field, as above-mentioned our surveys show 
a need for more modern mobile parks. 


And the other, Universal CIT Credit Corp., New York, says: 


In the writer’s opinion, the adoption of the above-proposed amendment would 
help enormously toward the attainment of this desirable objective, and | 
am glad to record my endorsement of your recommendation that this amendment 
be adopted. 


Here is an extract from an extremely thoughtful letter from Pull- 
man Trust & Savings Bank, Chicago: 


I think.the idea is excellent. Mobile homes and the parks in which they 
must locate, are as essential to our economy and national defense as are the 
construction workers who build our ever-expanding lines of communication, 
power, and other public works projects, and atomic energy plants and other 
defense installations. Any one who fairly estimates our future expansion 
nationally, and our needs for defense installations, and who carefully analyzes 
and recognizes the elements inherent in these construction operations, must 
face the fact that they will require a tremendous, somewhat fluid, force of 
workers who can move with some celerity from community to community. If 
adequate facilities are not provided, then our whole future expansion and con- 
struction of defense facilities will be needlessly slowed down. 

Actually, as Americans who do things, we would not nationally tolerate 
such a slowdown. What would happen is that we would slam-bang our way 
through, letting the law and human decency blink at the fact of sloppy parks 
for mobile homes, illegal usages of property, etc. Such sloppiness and illegalit) 
breeds a sort of extra-legal financing operation, which is always terribly expen- 
sive. It may mean that no financing, as such, can be secure, and pure capital 
funds have to be used for the entire cost of the trailer park; or it may be that 
the operators of the parks will resort to high interest rate and high commission 
sources of scarce funds; in either event, the cost soars, and must be passed 
on to occupants of the mobile homes, and in turn passed on by them into our costs 
of construction, and thus finally paid, well padded all down the line, by all of us 
as taxpayers. Added to this, of course, is the deterioration of the communities 
in which such parks are located. 

There are now enough instances of well built and well managed mobile home 
parks to provide sound bases for design, construction, and operations’ prograis 
which will provide reasonable insurance against loss of funds invested or loaned 
to such facilities. It is a good time to present the whole problem to the b‘edera! 
Housing Administration as a normal function of that body. 


From Pioneer Finance Co., Detroit, comes this: 


During the 18 years in which we have been in the business of financing mobile 
homes we have observed the steadily growing acceptance on the part of the 
public of the idea of the mobile home as a permanent home. During this period 
of 18 years the mobile homes manufacturers have steadily improved their 
product to the point where as of now they represent by far the greatest vslue 
in the history of the industry. They, also, compare very fayorably in value with 
other forms of housing. 

We have noticed during our 18 years’ experience in this business that trailer 
park development, nationally speaking, has not developed proportionately * * 
For the above reasons we are heartily in favor of the efforts of the association 
to extend title II financing to mobile homes parks and wish you every success. 
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The following two paragraphs come from the Michigan National 
Bank, Grand Rapids, which, incidentally, has financed mobile homes 
on a national meal and I wish my friend, Mr. Wolcott, were here to 
hear this: 

As a bank interested in the mobile home industry, ve have made somewhat of 
a study of the park situation. It is for this reason that we have somewhat of a 
definite viewpoint on the immediate need for funds to assist in the building and 
rehabilitation of good mobile home parks. To acquire more information and 
experience in this field, we have during the past 3 years extended loans to four 
substantial park operators in amounts aggregating in excess of $560,000 with 
two of the parks borrowing approximately $150,000 each to complete their im- 
provements. To date our experience with this type of loan has been most 
satisfactory. 

It is our opinion that a mortgage loan of a reasonable amount made to a re- 
sponsible park owner of property in a good location will prove to be a sound 
financial venture for a bank or insurance company. For this reason we are 
pleased to go on record as recommending that loans properly made on trailer 
parks be included and insured under title II of FHA in a manner similar to the 
procedure now available for financing multiple-family residences and apartment 
projects under the FHA-insured mortgage program. 


From Peoples National Bank of Grand Rapids: 


We have been acquainted with mobile home industry since 1935 and have been 
amazed at the growth of the industry, in spite of the poor parking: facilities 
which are offered trailerites. 

Finance assistance by FHA will do much to improve living conditions for 
thousands of good Americans throughout the United States. We sincerely hope 
you are successful. 

The four minor amendments to the National Housing Act contained 
in H. R. 6164 would appropriately fit in after Section 4 of H. R. 5827. 
Appended to this statement is a rewrite of the applicable sections of 
the National Housing Act, as amended, showing how those sections 
would read if the amendments were adopted. 

The first amendment makes it clear that the real estate on which an 
insurance mortgage is authorized under section 207 (a) (1) and on 
which there is to be constructed buildings includes real estate upon 
which there is to be constructed facilities for trailer coach mobile 
dwellings. 

The second amendment includes space in a trailer court or park 
within the section 207 (a) (6) definition of “rental housing.” 

The third amendment merely makes it clear that the value of com- 
pleted-physical-improvements limitation, referred to in section 207 
(c) (2), will, in the case of trailer parks, not be measured by the same 
standards applicable to ordinary residential structures, that is, to 
buildings installed on real estate. Much of the improvement in a 
trétler park will be underground, such as sewer, light, and water 
utilities, and surface, such as grading, landscaping, and roadways, 
with only a small amount of the value represented by such structures 
as office, recreational, laundry, or toilet facilities. 

The fourth amendment contains the dollar limitation on the mort- 
gage. Present limitations in section 207 (c) (3) are on rooms and 
dwelling units. This fourth amendment limits the mortgage in the 
case of trailer parks to a maximum of $1,000 per space or $300,000 
per mortgage. 

In the light of the place the mobile home occupies in the Nation’s 
housing picture, the need of more and better me the adaptability 
of this type of insurance to FH.A’s normal activities, and the willing- 
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ness of the financial fraternity to participate in solving the problem, 
[ earnestly recommend to your committee favorable consideration of 
the amendments to the National Housing Act reflected in H. R. 6164. 

How certain national Housing Act sections would read if H. R. 6164 
were adopted. 

No. 1: Section 207 (a): 

(1) The term “mortgage” means a first mortgage on real estate in 
fee simple, or on the interest of either the lessor or lessee thereof. («) 
under a lease for not less than 99 years which is renewable or ()) 
under a lease having a period of not less than 50 years to run from 
the date the mortgage was executed, upon which there is located or 
upon which there is to be constructed a building or buildings designed 
principally for residential use or upon which there is located or to be 
constructed facilities for trailer coach mobile dwellings; and the term 

“first mortgage” means such classes of first liens as are commonly 
given to secure advances, including but not being limited to advances 
during construction, on, or the unpaid purchase price of, real estate 
under the laws of the State in which the real estate is located, together 
with the credit instrument or instruments, if any, secured hereby, and 
may be in the form of trust mortgages or mortgage indentures or 
deeds of trust securing notes, bonds, or other credit instruments. 

ee 2. Section 207 (a): 

) The term “rental housing” means housing, the occupancy of 
a is permitted by the owner thereof in consideration of the pay- 
ment of agreed charges, whether or not, by the terms of the agreement, 
such payment over a period of time will entitle the occupant to the 
ownership of the premises, or space in a trailer court or park properly 
arranged and equipped to accommodate trailer coach mobile dwellings. 

No. 3. Section 207 (c): 

(2) not to exceed 80 per centum of the estimated value of the 
property or project (when the proposed impro-ements are completed) : 
Provided, That except with respect to a mortgage executed by a mort- 
gagor coming within the provisions of par agr aph numbered (b) (1) 
of this section or a mortgage on a trailer court or park, such mortgage 
shall not exceed the amount which the Commissioner estimates will 
be the cost of the completed physical improvements on the property 
or project exclusive of public utilities and streets and organization 
and legal expenses; and 

No. 4. Section 207 (c): 

(3) not to exceed, for such pax! of such property or project as may 
be attributable to dwelling use, $2,000 per room (or $7,200 per family 
unit if the number of rooms in such property or project is less than 
four per family unit) or not to exceed $1,000 per space or $300,000 per 
mortgage for trailer courts or parks; Provided, That as to projects to 
consist of elevator- type structures, the Commissioner may, in his dis- 
cretion, increase the dollar amount limitation of $2,000 per room to 
not to exceed $2,400 per room and the dollar amount limitation of 
$7,200 per family unit to not to exceed $7,500 per family unit, as the 
case may be, to compensate for the higher costs incident to the con- 
struction of elevator-type structures oF sound standards of construc- 
tion and design. 

That completes my statement, Mr. Chairman. 

Mr. Brown (presiding). Do members desire to interrogate the wit- 
ness further ? 
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Mr. O’Hara. Mr. Chairman, I have one question. 

Mr. Brown. Mr. O’Hara. 

Mr. O’Hara. The proposal covered in the bill before us now has 
been acted upon by the committee in the other body. 

Mr. Lucas. Mr. O’Hara, I am very happy that you asked that 
question. The same amendments to the Housing Act were presented 
by Senator Sparkman through the Banking and Currency Committee 
of the United States Senate. Hearings have been held on those amend- 
ments. The same group that was here today came before the Banking 
and Currency Committee and testified, and while I do not think it is 
official yet, I think I can say to you that the subcommittee recom- 
mended unanimous passage, and so did the full committee. 

There are some ar geen eae with respect to technical aspects of 
other phases of the bill, but insofar as the amendments we presented 
are concerned, the Banking Committee unanimously endorsed them. 
I think I am correct on that. 

Mr. O’Hara. That is the action on these proposed amendments was 
unanimous? 

Mr. Lvcas. That is my understanding. 

Mr. Brown. Dr. Talle. 

Mr. Tatxix. Senator Lucas, I wonder about school facilities, hos- 
pital, and services of the medical profession, whether they would be 
sought elsewhere, or whether provision could be made in such a setup 
for those services ? 

Mr. Lucas. I would think that would depend on the facilities in 
each and every community. I should think that that would be a 
factor to be taken into consideration by the FHA when they finally 
make the loan upon the particular plot, where the applicant has 
applied for it. 

Those are things that would all have to be taken into serious consid- 
eration, school facilities and hospital facilities. Obviously, there 
would be no difference in the establishment of a trailer park than there 
would be in the establishment of a subdivision, for instance, on real 
estate, where the FHA makes these loans. 

I presume that they take those things into consideration before they 
tuake a loan on a subdivision. 

Mr. Tatte. Then there is another service that would be important, 
namely, the mail service. 

Mr. Lucas. Yes. 

Mr. Tatix. Those things should be taken into account. It may be 
assumed that a good many of the occupants would be in the younger 
uge range, so that the occupants would have children. I would think 
SG. 

Mr. Lucas. I would like to have Mr. Wilson make a comment on that 
observation, Congressman. 

Mr. Wixson. We have made surveys from year to year across the 
country, and oddly enough the figure seems to stand almost constant 
that the number of individuals dwelling in a mobile home is 2.9. The 
number of children will be comparatively large at a young age today, 
depending on where the park is—if it is in an area, say, outside of 
Chicago—but as they get to a school age they begin to decrease. The 
couple has more children, and they move into a permanent-type home, 
they are a little more settled. They may come back when they are 40 
to 45 years old, but as an instance, this particular park that I men- 
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tioned outside of DesPlanes—I happen to be acquainted with it because 

I did a zoning study on it—there are 80 units there. There are only 
) children in the 80 units, of which 12 are of school age and of the 12 
I think about 6 are public school and the remaining 4 are private or 
parochial school. 

As they begin to get on into that age couples look for larger quarters 
ili Many cases. It is a thing we are not the least bit ashamed of. It 
is a quite natural social development. So you don’t have a great num- 
ber of children in your 12 to 16 age group, or 10 to 16 age group in 
these developments. Your percent: ges are roughly this from year to 
year, and some of these gentlemen may have conducted later surveys. 
but in general through the years it has run about 25 percent to 35 a - 
cent for military personnel, then you run in the neighborhood of 2 
to 35 percent young marrieds, then you have a middle group in con- 
struction activities, field construction groups, that are many times a 
little older. 

Our retirement group has been increasing in the last 3 years. For a 
while after the war it got as low as 4 to 6 “percent, and now has gone 
up into the neighborhood of 10 percent—people who are retired. Of 
course, that is predominantly i in Florida, and places like that, although 
in this park outside of Chicago I think you will find about 15 percent 
retired people. So it is almost the same as a cross-section of America 
in every park. 

We had the University of Pennsylvania and the University of 
Princeton conduct a survey in Bucks County, Pa., 2 years after the 
steel industry went inthere. There was quite a housing problem then, 
and the report was published by the Housing and Home Finance 
Agency. One of the most important sentences in that report, at the 
conclusion of the survey, was that the only difference they could find 
between the trailer park in Bucks County, Pa., and the average Amer- 
ican community was that the income was a little bit larger in the trailer 
park. Otherwise, they said the cross-section of the population was the 
same, their likes and dislikes were the same, their desires to go to 
church were the same. The only thing the income was larger in the 
trailer park. 

Mr. Tartie. As I understand it, the lien’on real estate and under- 
ground facilities would rest with, say, one company, instead of with 
the individual units; is that right? There wouldn't be a separate lien 
on each unit? 

Mr. Witson. There is no relationship between the individual unit 
and the lien on the mobile home park. The individual unit is owned 
by the man living in it, and he has a mortgage with a bank or a finance 
company. He is merely parked there and | paying $25, $30, or $35 a 
month for the privilege of parking in that park, and using its facilities. 

Mr. Lucas. Were you talking about the space / 

Mr. Tatxe. Yes, I was wondering if the rent he pays serves to retire 
the blanket mortgage on the entire tract of land. 

Mr. Lucas. Yes, sir. 

Mr. Tate. Thank you, Mr. Chairman. 

Mr. Brown. Senator Lucas, we are very happy to have your 
splendid statement, as well as the statements of your associates here. 
We are always glad to have you with us. We all recognize the fine 
work you did when you-were a Member of the House, and, of course, 
as a Member of the Senate. 
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You may stand aside now and we will call the next witness. 

Mr. Lucas. Before you do that, I thank you for that statement, and 
again I want to express my sincere and deep appreciation for the 
interest that has been taken in our problem. We honestly believe 
that we have a very meritorious cause, that it will be a tremendous 
factor in aiding the housing economy of the Nation if this bill could 
go through. 

Mr. Brown. Thank you. 

We will now hear from Mr. Ralph Kaul, representing the Trailer 
Coach Association. 

You may proceed, Mr. Kaul. 


STATEMENT OF RALPH KAUL, REPRESENTING THE TRAILER 
COACH ASSOCIATION 


Mr. Kaun. Mr. Chairman and members of the committee, my name 
is Ralph Kaul and I am president of the Kaul Co., 1025 Connecticut 
Avenue, Washington, D. C., which advises and represents the Trailer 
Coach Association, 607 South Hobart Boulevard, Los Angeles, Calif., 
on matters of national interest and legislation. The Trailer Coach 
Association represents all segments of the industry, manufacturers, 
suppliers, dealers, and park operators, mainly in 14 western states. 
At the present time the Trailer Coach Association has 542 members, 
including 320 mobile home trailer parks. 

The amendment to include mobile trailer parks under title II of 
the National Housing Act, H. R. 6164, has the support of the entire 
industry. We join with the Mobile Home Dealers National Associa- 
tion and the Mobile Home Manufacturers Association in supporting 
this amendment, and have prepared a detailed statement of our views. 
In order to conserve the time of the committee I would like to submit 
the statement for the record and simply enumerate in 2 minutes or 
less 5 points in favor of such legislation. 

Also, time permitting, I would like to attempt to answer the ques- 
tions raised by Mr. Davidson and Mr. McDonough. 

1. The trailer park is not only the preferred housing for some 2 mil- 
lion people, it is the only solution to family housing, and home owner- 
ship, to many thousands of people in migratory occupations. I refer 
particularly to servicemen, construction, and farm workers. 

2. The mobile home has become permanent year-around housing for 
more than 90 percent of the mobile homeowners. That the mobile- 
home park is here to stay is attested by the fact that 60 percent of 
new trailers are bought by people that now own one. The vacation 
trailers are a small part of the present-day market. 

3. The mobile home is an ideal housing solution for an increasing 
number of retired people whose needs have been largely overlooked in 
housing legislation. The mobile home has the advantage for these 
people of low cost, minimum household chores, and mobility. 

4. The quality of trailer parks will improve if they are included in 
the National Housing Act. Not only will the operators be able to 
obtain the funds for better construction, but FHA can establish stand- 
ards which will make the trailer park equal in every respect to the 
suburban garden apartment with landscaping, recreation areas, and 
complete utilities. It will take time, but this amendment will raise 
the quality of all parks. 
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5. This amendment, we believe, will not require additional appro- 
priations and it will not cost the taxpayer a cent. In our opinion the 
insurance premiums which FHA will receive will very substantially 
exceed losses. The addition and modernization each year is estimated 
at about $50 million. Even if one-third of this amount required FHA 
insurance, it would have a negligible effect on the authorizations under 
title IT. 

Now, Mr. Chairman, with regard to the question raised by Mr. 
McDonough on the convertibility of mobile-home parks for housing 
purposes, I think there are a number of parks which have been de- 
veloped along this line, and we could furnish the committee with 
examples of this type, but we must not overlook the fact that parks 
are located on arterial highways, frequently between large and grow 
ing cities, and there is, in many of these parks, development of hotels 
and a variety of commercial establishments which would very con- 
siderably appreciate the value of the real estate covered by a mortgage 
for a mobile-home trailer park. 

And so I think that it should not be limited in any way to con- 
vertibility to other housing. 

Secondly, Dr. Talle raised the question as to schools, mail, and 
other community facilities. The trailer parks are located, again, on 
the fringe of the cities, where the children are picked up by schoo! 
buses and go to the schools in that area. 

The question of the mail is handled by the operators of the park, 
in our experience, where the mail is delivered to the central office of 
the mobile home park, and delivered by the management to thie 
tenants. 

With regard to other community facilities, in most cases parks are 
located by the investors with careful regard to that point. 

The third point raised by Mr. Davidson, as to the balance sheet 
in addition to representing the Trailer Coach Association, I happen 
to be on the boxrd of directors of one of the largest trailer park oper- 
ating companies in the United States. I would say that we calcu- 
late, for a profit of between 10 and 12 percent. 

The reason we have run into reluctance, I believe, on the part of 
the banks, to extend the amount of credit we need, is that banks are 
reluctant to invest in areas that are outside the developed, centra! 
part of the city, and I think that if we can be brought under the FH A 
mortgage insurance that will greatly help us in bringing backing into 
this field. 

In conclusion, Mr. Chairman, on behalf of the many thousands of 
families owning trailer coach mobile homes, and the industry that 
serves them, the Trailer Coach Association strongly urges that the 
committee consider and pass the proposed amendment. 

Thank you, Mr. Chairman, for permitting us to be heard. Our 
association will be pleased to compile and furnish any further infor- 
mation that the committee may need. 

(The detailed statement of Mr. Kaul is as follows :) 


DETAILED STATEMENT PREPARED BY THE KAUL Co. FOR THE TRAILER COACH 
ASSOCIATION IN Support oF H. R. 6164 


At the present time in the United States there are more than 2 million occupants 
of trailer coach mobile homes. The Trailer Coach Association joins with the 
Mobile Home Manufacturers Association and the Mobile Home Dealers Natio: 
Association in urging that the benefits of the National Housing Act be extended 








tO 


of 
at 
he 


ur 
yT'- 


nts 
the 
nal 
ded 





HOUSING AMENDMENTS OF 1955 245 


to these people and to this important segment of our housing resource. Specifi- 
cally, the association proposes that section 207 of the National Housing Act be 
amended to extend FHA mortgage insurance to trailer or mobile home parks, new 
Janguage shown in italics as follows: 
*“SEc..207 (a). * * * 
* co * ae * ok fe 


“(1) The term ‘mortgage’ means a first mortgage on real estate in fee 
simple, or on the interest of either the lessor or lessee thereof (A) under a 
lease for not less than ninety-nine years which is renewable or (B) under a 
lease having a period of not less than fifty years to run from the date the 
mortgage was executed, upon which there is located or upon which there 
is to be constructed a building or buildings designed principally for residential 
use or upon which there is located or there is to be constructed facilities for 
trailer coach mobile dwellings; and the term ‘first mortgage’ means such 
classes of first liens as are commonly given to secure advances (including 
but not being limited to advances during construction) on, or the unpaid 
purchase price of, real estate under the laws of the State in which the real 
estate is located, together with the credit instrument or instruments, if any, 
secured thereby, and may be in the form of trust mortgages or mortgage 
indentures or deeds of trust securing notes, bonds, or other credit instruments. 


* * ~ * * * * 


“(6) The term ‘rental housing’ means housing, the occupancy of which is 
permitted by the owner thereof in consideration of the payment of agreed 
charges, whether or not, by the terms of the agreement, such payment over 
a period of time will entitle the occupant to the ownership of the premises, 
or space in a trailer court or park properly arranged and equipped to ac- 
commodate trailer coach mobile dwellings. 

“Sec. 207 (c).* * * 


* * * * * * * 


(2) not to exceed 80 per centum of the estimated value of the property or 
project (when the proposed improvements are completed) : Provided, That 
except with respect to a mortgage executed by a mortgagor coming within 
the provisions of paragraph numbered (b) (1) of this section or a mortgage 
on a trailer court or park, such mortgage shall not exceed the amount which 
the Commissioner estimates will be the cost of the completed physical im- 
provements on the property or project exclusive of public utilities and streets 
and organization and legal expenses: * * *; and 

“(3) not to exceed, for such part of such property or project as may be 
attributable to dwelling use, $2,000 per room (or $7,200 per family unit if 
the number of rooms in such property or project is less than four per 
family unit) or not to exceed $1,000 per space or $300,000 per mortgage for 
trailer courts or parks: Provided, That as to projects to consist of elevator- 
type structures, the Commissioner may, in his discretion, increase the 
dollar amount limitation of $2,000 per room to not to exceed $2,400 per room 
and the dollar amount limitation of $7,200 per family unit to not to exceed 
$7,500 per family unit, as the case may be, to compensate for the higher costs 
incident to the construction of elevator-type structures of sound standards of 
construction and design.” 

The effect of this amendment would be to permit the FHA Commissioner to 
insure the mortgages on trailer parks which meet proper standards with the 
following safeguards, namely, that no mortgage can exceed 80 percent of the 
Value of the property, including utilities, or more than $300,000, and also limits 
the cost to no more than $1,000 per space. 

We feel, Mr. Chairman, that the proposed amendment would provide a number 
of advantages, and no serious disadvantages to the public that we can foresee. 
We have summarized for the committee information on the trailer coach mobile 
home industry which, we believe, supports the proposed amendments to include 
trailer parks in the National Housing Act: 

(1) Some 800,000 trailer coaches are providing permanent homes for more 
than 2 million people. Mobile homes and parks are the homes of military 
personnel who are enabled to have their families with them wherever stationed 
in the United States, of defense workers and their families, of newlyweds, of 
retired folks, of construction and agricultural workers and others in mobile or 
semimobile employment. For many of these workers it is their only practical 
solution for family living and home ownership. 
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(2) The modern trailer coach mobile home has been developed to meet high 
standards of living. It has become, by apartment standards, a livable 2-bedroou 
dwelling unit with a fully equipped bathroom and kitchen, and includes all the 
essential house furnishings. The modern trailer park is developing into an 
attractive, suburban development with landscaping, recreation areas, and utili 
ties equal in every respect to the average garden apartment. 

(83) The proposed amendment will improve general property values and com 
munity relations by encouraging modern standards for trailer-coach dwelling. 
Wherever substandard conditions do exist in trailer parks this proposed legisla- 
tion would permit private enterprise to do the job of property improvement and 
modernization. 

(4) There are no subsidies involved in this proposal. Not a cent of cost to the 
taxpayer. Not a cent to tack on to the national debt. We are talking here of 
extending credit on secured loans with reasonable limitations and conditions 
In our opinion the insurance premiums which the FHA will receive would very 
substantially exceed the losses. This will be a fully-self-supporting and self 
amortizing program. 

(5) By 1952, purchases of trailer coaches amounted to $320 million, an increase 
of 300 times, and today almost all of the trailer coaches are purchased for year 
round, permanent dwellings. It is not simply chance but choice that has made 
the trailer coach mobile dwelling the fastest-growing segment of the housing 
industry, and, indeed, one of the very fastest growing industries in the country. 

(6) The people that are buying trailer coaches are present owners of trailer 
coaches. It is estimated that 60 percent of the people that buy a trailer coach 
now own one, which means that they are becoming permanent housing for the 
people who have either no other practical solution for home ownership, or the 
people who have tried them and now prefer to live in the trailer coach mobile 
dwellings as their permanent-housing solution. In 1937, vacationers accounted 
for about 50 percent of trailer coach purchasers. Many more vacationers are 
purchasing trailer coaches today than 17 years ago but the vacationer is onl) 
1 percent of today’s trailer coach market. Ninety-two percent of today’s pur- 
chases are for dwelling purposes. 

(7) Military personnel purchase 1 out of every 4 trailer coaches sold today 
For the serviceman the trailer coach dwelling has many advantages. No longer 
need he rent converted barns and chicken coops or other substandard quarters 
at exorbitant prices. No longer need he speculate on the length of his assignment 
at any one station and hurriedly sell a home if he gets orders to report elsewher+ 
He and his family can continue to live in their own home, moving quickly and 
easily to anywhere in the country where he may next be stationed. His current 
living costs are lower and his payments help build a good family saving—the 
equity in his mobile home. The feeling of having a succession of quarters, none 
of which can be called home, is replaced. The comfortable completely equipped 
and furnished modern trailer coach dwelling is home to the serviceman and his 
family regardless of the installation to which he is assigned. 

(S) The older folks have taken to trailers in large numbers. Retired people 
are accounting for 10 percent of trailer-coach purchases. Typically, the retired 
couple desires independence; the trailer-coach dwelling is easy to keep and 
provides a practical home which can be brought along for visits to children. Also 
the retired couple usually has an adjustment problem; new interests are found 
in trailer-coach living to supplement the feeling of being discarded by the work 
aday world. In modern trailer parks in every part of the country, retired couples 
are making new friends, enjoying new hobbies, and sports. Then again, the 
ability to avoid the extremes of hot summers and cold winters is of particular 
importance to older people; many retired couples are enjoying the opportunity of 
being in a pleasant climate the year round. For the modern retired couple, no 
other housing possesses anything like these advantages of the trailer-coach mobile 
dwelling. 

(9) An important fact is that 2 out of 3 purchasers of trailer-coach mobile 
dwellings have owned such dwellings previously. About 90 percent of the pur- 
chasers of trailer-coach mobile dwellings are planning to live in them for at 
least 5 years and many of the purchasers are planning to live in them indefinitely. 

(10) The 12,000 trailer parks are widely distributed over the country, with 4 
significant number located in such States as California, Florida, Arizona, and 
Texas. Under the proposed amendment, with its provision for the establishment 
of FHA standards, these parks will develop into an increasingly valuable com: 
munity asset. 
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(11) The trailer-park resource represents an investment of roughly $550 mil- 
lion, The addition and modernization each year is estimated at least 10 percent 
or $50 million. Even if one-third of this amount required FHA insurance, it 
would have a negligible effect on the authorizations under title IT. 

(12) The modern mobile-home park is the same as the suburban garden apart- 
nent except that the tenant owns his housing unit and rents the space and the 
utilities. All the essential requirements for planning and good-quality construc- 
tion such as FHA minimum property requirements, national. plumbing code, and 
regulation of the national underwriters, would apply to trailer parks just as they 
apply to apartments. The establishment of such standards to trailer parks by 
FHA would have the effect of raising standards wherever substandard conditions 
exist. 

The National Housing Act has failed to take account of this important part of 
the housing industry. The failure to note the tiny industry of the 1930’s was 
understandable. Today, however, a failure to accept the trailer-coach mobile 
dwelling as a part of the housing program would be a failure to recognize the 
low-cost branch and the fastest growing branch of the industry. More important 
it would mean continued discrimination against the families of defense and es- 
sential civilian workers, military personnel, and against retired people. More 
than 2 million people have found that the trailer coach mobile dwelling is meeting 
their housing needs best. Two hundred thousand persons are joining the trailer- 
coach population each year. These are Americans who are looking forward to 
the same treatment that Congress has provided others in the National Housing 
Act. 


Mr. Brown. Are there any questions / 

If not, you may stand aside. We thank you for your statement. 
Mr. Kavz. Thank you, sir. 

Mr. Brown. We will now hear from Mr. Fleischut. 


STATEMENT OF GERRARD P. FLEISCHUT, APPEARING FOR 
MOBILEHOME DEALERS NATIONAL ASSOCIATION 


Mr. Fueiscuvutr. I am Gerrard Fleischut, attorney-at-law, Wash- 
ington, D. C., appearing before the committee for Mr. Sorrell who 
was unable to attend. 


I have the statement Mr. Sorrell was to present on behalf of the 


Mobilehome Dealers National Association advocating the adoption of 
the bill. 


In view of the late hour I will not take the committee’s time to 
read the statement, but with the Chairman’s permission will submit it 
for the record. 


Mr. Brown. The statement may be filed and inserted in the record. 


STATEMENT OF W. BYRON SORRELL ON BEHALF OF THE MOBILEHOME DEALERS 
NATIONAL ASSOCIATION 


Mr. Chairman and members of the committee, I am W. Byron Sorrell, attorney- 
at-law, Washington, D. C., and am appearing here as counsel for the Mobilehome 
Dealers National Association. This association has its national offices in 
Chicago, Ill., and includes within its membership more than 600 mobile-home 
dealers, in addition to more than 200 associate members who are suppliers, 
manufacturers of mobile homes, and mobile-home park operators. 

My purpose in appearing here today is to propose, on behalf of the Mobilehome 
Dealers National Association, that the pending bill, H. R. 5827, be amended so 
as to extend the Federal Housing Administration mortgage insurance system to 
the financing of mobile home parks. Our proposed amendment would amend 
section 207, now applicable to rental housing, to such mobile home parks. The 
insurance would extend only to the park, its utilities, and facilities, exclusive 
of the mobile homes themselves. “The amendments we are proposing are con- 
tained in the bill H. R. 6164, introduced by Congressman Multer, a distinguished 
inember of this committee. 
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Mobile home living is already extensive, and it is becoming increasingly more 
popular. During the past year 76,000 mobile home units were sold at a value 
of $324 million. Under the definition of low-cost housing in title I, section 8, 
of the National Housing Act, mobile homes are the greatest source of low-cost 
housing today. About 90 percent of the housing units sold under $6,000 are 
mobile homes. There are some 800,000 mobile home dwellings occupied by about 
approximately 2 million persons. Recent surveys reveal that there are about 
12,000 mobile home parks in operation. At least half of these parks are in- 
adequately equipped. Only about 5 percent of the park operators own more 
than one park. The parks are limited in size. Our survey discloses they have 
accommodations as follows: 

Fifty percent of the parks accommodate 50 to 75 mobile home units; 11 per- 
cent of the parks accommodate 76 to 125 units; 12 percent of the parks accom- 
modate in excess of 126 units. 

It is quite clear that park facilities for this great source of low-cost housing 
is critically inadequate. 

I do not mean to state that only the very low income class of our population 
enjoy mobile living. These low-cost housing units are very frequently occupied 
by preference rather than by necessity. In some families where the husband’s 
occupation requires him to move from place to place the mobile home provides 
the only method whereby family unity can be preserved. In one of our recent 
surveys we learned that occupants of mobile homes on a national basis could 
be categorized in the following percentages: Construction and defense workers, 
40.5 percent; military, 18.5 percent; newlyweds, 10 percent; retired, 11 percent; 
students, 5 percent; other groups, 15 percent. 

The people of our country are rapidly learning of the utility and comfort 
of the mobile home. Since World War II the development of mobile homes 
into completely self-contained family units has been profound. However, the 
availability of adequate park areas has grossly limited the utilization of these 
homes. The construction and operation of a mobile home park is a sound 
investment and business venture. The annual return on the investment is 
sometimes as high as 15 percent. Nevertheless, the lack of available financing 
has prevented mobile home park operators from keeping pace with other de- 
velopments in this housing industry. The National Housing Act at this time 
makes absolutely no provision for the financing of mobile home parks. 

I have been impressed recently by two important needs for adequate mobile 
home parks on the national scale. First, as an adjunct to metropolitan living, 
a mobile home park with its separate water supply, electric power, and sewage 
system can accommodate city workers without adding to the overloaded public 
utilities. Second, in the event of a national emergency quarters for large 
groups of people can be moved to or away from a vital area. In fact, recently 
the Civil Defense, recognizing the value of the mobile home, experimented with 
them in some of its atomic tests. 

Our proposed amendment, which is quoted below as part of this statement, 
would provide for a maximum mortgage amount of $300,000 with a further 
limit of 1,000 per mobile home space. All other characteristics of the section 
207 loan would apply except that the estimated value of the mobile home 
parks would include the cost of public utilities and streets. This is now appli- 
cable to certain Government supervised corporations. We believe that the 
peculiar characteristics of the mobile home park, wherein the park operator- 
builder must construct streets, walks, and bring utilities within the park, 
makes such exception a reasonable one. 

The proposed amendment is as follows: 

(1) After the words “residential use” and before the semicolon in section 207 
(a) (1) (B), insert “or upon which there is located or to be constructed facilities 
for trailer coach mobile dwellings.” 

(2) Replace the period with a comma at the end of section 207 (a) (6) and 
add “or space in a trailer court or park properly arranged and equipped to 
accommodate trailer coach mobile dwellings.” 

(3) After the words “of this section” and before the comma in the first 
proviso of section 207 (c) (2) insert “or a mortgage on a trailer court or park.” 

(4) After the words “per family unit” and before the colon immediately 
preceding the proviso in section 207 (c) (3) insert “or not to exceed $1,000 
per space or $300,000 per mortgage for trailer courts or parks.” 

I wish to thank the committee for the opportunity of being present to submit 
our recommendations. We commend them to your sympathetic consideration. 

Respectfully submitted, 


W. Bryon Sorrect. 
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Mr. Brown. Thank you very much, Mr. Fleischut. You may be 
excused, 

rhe committee will stand in recess, to reconvene tomorrow morning 
at 10 o’clock. 

(Whereupon, at 12:40 p. m., the committee adjourned.) 


63187—55——17 
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FRIDAY, JUNE 3, 1955 


House or REPRESENTATIVES, 
Committee on Banking and Currency, 
Washington, D.C. 

The committee met at 10 a. m., Hon. Brent Spence (chairman) 
presiding. | 

President: Chairman Spence, and Messrs. Brown, Patman, O'Hara, 
Talle, Hiestand, and Nicholson. 

The Cuamman. The committee will come to order. 

We will resume the hearings on the housing bill. 

Mr. Fink, call the first witness. 

Mr. Frnx. Mr. Wallace J. Campbell, director of the Cooperative 
league of America. 

The Cuatrman. You may proceed as you desire, Mr. Campbell. 

Mr. Campsentn. Mr. Chairman, I have a statement which I shall 
read, 

The CuairmMan. Very well, you may proceed as you wish. 


STATEMENT OF WALLACE J. CAMPBELL, DIRECTOR, WASHINGTON 
OFFICE, COOPERATIVE LEAGUE OF THE UNITED STATES OF 
AMERICA 


Mr. Campnets. My name is Wallace J. Campbell. I am director 
of the Washington office of the Cooperative League of the United 
States of America, a national federation of consumer, service, and 
purchasing cooperatives. The league serves regional and national] 
cooperatives with a direct membership of 2 million farm and city 
families. We also include in membership the Credit Union National 
Association with 8 million members, and the National Rural Electric 
Cooperative Association with nearly 4 million family members. 

The Cooperative League is, of course, vitally interested in the gen- 
eral housing bills which are before this committee. For us, however, 
there is one extremely significant situation Which cries for imme- 
diate attention. 

The cooperative housing program within FHA has come to a grind- 
ing halt. Many thousands of consumers will lose their only oppor- 
tunity to become homeowners at a price they can afford. Many hun- 
dreds of thousands of dollars of investment are in danger of being 
lost. These are investments in both time and money by both veterans 
and nonveterans in consumer-sponsored cooperative housing projects. 
There are also substantia! investments made by builders who are 
sponsoring cooperative housing projects which are in danger of being 
lost if the law stands as it is today. 
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The crucial situation has arisen because of a slight change made 
in the Housing Act last year. You may remember that we and sey- 
eral other nongovernmental organizations appeared before the com 
mittee last year and w: arned of the effect if the procedure of using 

“estimated repl: icement cost” were knocked out of the act and “esti- 
mated value” substituted for it. The effect has been even more drastic 
than we had anticipated. As of 1 year later the program has been 
almost completely destroyed. 

It is somewhat difficult to explain the effect of what appears to be 
a slight technical change. The formulas used by FHA to arrive 
at “estimated value” are based on the assumption that the housing 
project is a rental project, that is, that the dwellings were built by 
a speculator or real-estate operator who intends to rent the project 
to tenants to make a profit on his investment. There is nothing wrong 
with this procedure, but it does not fit the experience in the coopera 
tive housing field. 

The cooperative housing projects are built by their prospective 
owners to provide a maximum of livability with no concern on the 
part of the prospective owner-occupant for securing a profit on his 
investment. With the change in attitude the cooperative often seeks 
out-of-the-way locations in order to save money for the members. 
The members almost invariably want a larger number of bedrooms 
than a speculative builder would build, for the occupant is concerned 
with having room enough for a growing family. The members are 
concerned in turn for a modern approach to livability and are often 
willing to experiment with types of architecture which a profit oper 
ator would find too risky in terms of capital return. 

Under the FHA procedure of arriving at “estimated value” the 
appraisers are instructed to disregard all of the factors in livability 
which are essential to the co-op, and make their appraisal strictly on 
the basis of what return on capital a similar project would bring to 
an investor. 

When the Congress created the FHA cooperative housing pro- 
gram, now known as section 213, just 5 years ago, it specified that 
mortgage ceilings should be 6 ~ “estimated replacement cost.” 
In the 5 years which followed, 32,000 homes or apartments were 
built and projects were in the Slog and development stage which 
would bring the program to 50,000 units with a mortgage value in 
excess of $500 million. While there have been some abuses of the 
program by builder-sponsors, there was no scandal involved in the 
program; and FHA had established safeguards to prevent any vio- 
lation in its intent in the use of “estimated replacement cost.” FHA 
procedures have been tightened even more by the cost certification 
requirement instituted about a year ago. 

There were no compelling reasons for the change, and there are 
tremendous reasons for changing back to the original statute. 

We would like to give you a few specific examples. The American 
Friends Service Committee in Philadelphia launched a rehabilita- 
tion project in the center of the city which had the support of city 
and civic authorities and great community support. Under this pro- 
gram an entire city block was to be rehabilitated. In order to make 
the project economically feasible it was divided into two sections. 
Friends, Service, Inc., rehabilitated 52 apartments. The mortgage 
on the project was $8,100 per unit, which is the ceiling. This repre- 
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sented 90 percent of the cost of the completed units. That section 
of the job was carried forward very satisfactorily. 

When Friends Service applied for mortgage insurance for the 
other half of the project FHA was forced under the law to use the 
“value” concept apphed currently by FHA. The largest mortgage 
that could be offered was $4,500 per unit. It became obviously im- 
possible to go forward with the project since each of the occupants 
would have had to put up $4,500 in cash as a down payment for their 
dwelling units. 

Under the “estimated replacement cost” procedure, this project, as 
well as all of the other cooperative projects, could have gone forward. 
Unfortunately, under the “value” concept the FHA uses as its chief 
standard a capitalization of income on the projects. These projects 
are built to live in and not to bring financial return to the owner- 
occupants. Many factors in livability go into a co-op project which 
would not necessarily bring financial return to the owner of a rental 
project. Here is the crux of the problem. 

In the case of the Philadelphia Friends project, these dwellings 
are in the heart of a slum area. The FHA appraiser pointed out that 
if these were in the well-to-do section of Philadelphia they obviously 
would have a higher value. He had to knock down his own appraisal 
of their value because of the slum area around them. That “value 
concept” has made it impossible to remove the rest of the slums in 
that immediate area. 

The appraiser has looked at the slum area, and said “This is not a 
good place to get a return on the investment”; and down goes the 
value of the project. 

Let me give you one other illustration from nearby Maryland. In 
the town of Greenbelt the residents got the Government out of the 
housing business by buying all of the dwelling units from the Public 
Housing Administration and operated them as private cooperative 
projects owned by the members. The Greenbelt Veterans Housing 
Corp purchased an additional 800 acres of land so that the Greenbelt 
families could build new housing and expand into homes with more 
adequate facilities for growing families. In June 1954, after a year 
of struggling with financial arrangements, the cooperative was ready 
to go with 150 units of detached three-bedroom homes in an FHA 
section 213 cooperative. The model house was built, financing and 
contracts cleared, and an FHA statement of eligibility obtained. The 
Housing Act of 1954 affected only one factor, the requirement of 
“estimated value” as a ceiling on mortgage insurance. FHA with- 
drew the statement of eligibility and reprocessed the case. After 
4 months and $5,000 further expenditure on the part of the co-op 
members, FHA came up with a reevaluation which has made it im- 
possible to go ahead with the project. The Greenbelt group has been 
forced to sell 700 acres of the land and has lost the chance of creating 
a large-scale home ownership project it had in mind. 

lhe FHA has done everything in its power to try to make the new 
law work out to the satisfactory interest of the cooperative. projects. 
Commissioner Mason has held meetings with representatives of the 
major consumer groups, including the labor organizations, veterans’ 
organizations, National Housing Conference, cooperatives, and the 
church organizations. Further conferences were held with specialists 
in the appraisal field. At the request of the consumer groups, inde- 
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pendent appraisals were made on certain selected projects. Three 
outstanding figures in the cooperative field were asked to make a report 
on this question to the Commissioner. Their report says in essence 
that there is not as yet a sufficient backlog of experience in cooperative 
housing to use as a basis for the est: ablished appraisal techniques. 
This applied to middle-income cooperative housing. There are, of 
course, many years of experience with expensive so-c: called cooperative 
apartments on the Gold Coast in Chicago and Park Avenue in New 
York. But we don’t consider those as generally within cooperative 
projects. But these are projects where the amount of the downpay- 
ment did not matter. 

The FHA’s attempts to adjust to this situation have brought very 
little progress, and the basic problem still remains, that is the need 
to restore the “estimated replacement cost” as the basis of mortgage 
commitments. 

Since preparing this testimony we have talked further with Com- 
missioner Mason and FHA, and they have reported on the new inde- 
pendent appraisals brought in and in each case they are lower than 
the original FHA appraisal which would mean downpayments that 
would run 30 to 35 percent on cooperative housing projects, which 
certainly was not the intent of the Congress when the law was passed. 

Representative Wright Patman has introduced H. R. 5663 which 
is before your committee. We want to express our appreciation, Con- 
gressman, for your introduction of that bill. 

The change recommended in that bill would restore the coope =e 
program to ‘the status it had prior to the change in the law last ye: 

In addition, Congressman Patman has included in his measure 
several amendments which would strengthen the cooperative housing 
program and give it the status which 5 years of experience indicate is 
warranted. 

(1) The restoration of the post of assistant commissioner for co- 
operative housing, which was cut out by the Appropriations Commit- 
tee two yearsago. Aneffective, hardhitting program calls for a status 
within the FHA which would give adequate prestige, staff, and direct 
responsibility to the program. A steady decline in the cooperative 
housing activity and interest has been noted since the Congress elimi- 
nated the position of Assistant Commissioner. This action was un- 
fortunately interpreted by some within and outside of the FHA as an 
indication of the Congress’ disinterest in the measure. 

(2) The Federal National Mortgage Association is already empow 
ered to assist in certain types of important housing programs. This 
amendment would authorize FNMA to make advance commitments 
for up to $50 million worth of consumer-sponsored cooperative hous 
ing projects at any given time. Not more than $15 million, however, 
would be available in any one State. This would, in fact, be a re- 
volving fund and would assure readily available financing for any 
project which might not be able to secure financing in the open m: ir. 
ket, either because of unfamiliarity with the program or an actua 
shortage of mortgage money. 

(3) “Another amendment would apply to the existing section 225 
covering disposition of Government-owned housing projects. The 
amendment would make it possible for cooperative groups of tenants 
of those projects to use the cooperative mortgage provisions of the act 
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(4) This amendment would provide for a reduction of the per- 
centage of veteran participation in cooperative projects from 65 
percent to 50 percent. This would allow the maximum available mort- 
vage for such projects and give a broader group of home purchasers 
in multifamily projects the kind of liberal mortgage already provided 
for ineiecieaniie home purchasers under section 203. 

At the present time home purchasers under section 213 in a coopera- 
tive organization consisting of less than 65 percent veterans have much 
less liberal financing than that provided for homeowners under section 
203. Asa matter of fact, a much more equitable comparison between 
the two sections would be achieved if all section 213 projects, regard- 
less of veteran participation, were granted a mortgage loan ratio of 
95 percent. 

We have prepared a chart which we would like to have go in the 
record which shows the comparison between the mortgage amounts 
available under section 203, section 213 nonveteran, and section 213 
veteran projects. It is a comparatively small table, and we would 
like very much to have permission to insert it in the record. 

The CHatrman. It may be inserted in the record. 

(The material referred to is as follows :) 
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Mr. Camesetyi. Now, (5): The final amendment would lift the 
ceilings on mortgages for cooperative projects from the present $5 
million limitation to $30 million for any single project. This would 
apply particularly in the larger cities where it is often advisable for 
economic reasons to build larger projects than were envisaged at the 
time the Congress fixed the $5 million ceiling. 

Unfortunately, that does not make it possible for the Morningside 
project in New York City and several others to proceed. The Morning- 
side is one sponsored by Columbia University, Barnard College, and 
several other institutions there, and was at the time President Eisen- 
hower was president of Columbia University, Mr. Eisenhower was at 
that time a member of the board of directors of this particular coop- 
erative. It will run in the neighborhood of $1814 million, and for 
that reason we have suggested that the ceiling be placed at the $30 
million, which was originally suggested last year. That would include 
any of the projects in large urban centers which are economically 
feasible only when they are adequate in size. 

To summarize: The purpose of these proposed amendments is to 
enable the cooperative housing program to recover its prior position 
of importance by restoring “replacement cost” instead of the “value” 
concept in mortgage insurance, and to allow for the eventual enlarge- 
ment of the program so that it can serve a great many more American 
middle-income families by strengthening the existing legislation. 

The bills which are before your committee, H. R. 5827 and others, 
contain a number of important provisions with which we are in com- 
plete agreement. We appreciate the great importance of the FHA 
mortgage insurance program and feel that the increase in mortgage 
insurance authorization requested is reasonable, and that continuation 
of the program is in the public interest. 

Extension of the FHA home repair and modernization program, 
although it has been subject to abuses, is still one of the most reason- 
able forms of consumer credit for short-term financing. It is con- 
ceivable, however, that the open-end mortgage system getting under- 
way may eventually replace the title I program. 

And for co-op and credit union members, it is better to borrow 
from a credit union than it is to take a 3-year FHA loan. 

_The urban renewal program, although very important in its own 
right, should not be used as a limiting factor on the public housing 
program. These two programs, although supplementary in character, 
were unfortunately played off against each other in the legislation 
passed last year, with the result that neither program has made the 
progress which was desired. 

The proposal presented in H. R. 5827 for authorization of 70,000 
additional low-rent public housing units is unfortunately inadequate 
to meet the current housing need. Spread over a 2-year period as is 
contemplated it leaves only 35,000 units per year as a ceiling on public 
housing construction. 

The need for public housing units is estimated by the National 
[Lousing Conference at roughly 500,000 units per year. This may not 
be an achievable goal, but is a measure of current need. The Coopera- 
tive League would strongly urge that the Congress restore the authori- 
zation enacted in the Housing Act of 1949. The Wagner-Ellender- 
aft bill, as adopted, you will remember, authorized 135,000 units of 
public housing per year. This goal was suspended because of the 
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shortage of materials during the Korean war. Now that the emer 
gency 1s over, and in light of the need which is still unsatisfied, it 
would be altogether fitting to restore those goals which are 100,000 
units per year greater than the request now being made by the 
President. 

In order to achieve even the 35,000 units requested, it will be impera 
tive to modify the statutory restrictions which were written into the 
housing act last year. We commend the changes set forth in H. R. 
5827 in this regard, and urge that every effort be made to build the 
necessary housing units. 

These amendments will not meet the great need which still exists 
in the middle-income housing field. If you feel that this is the appro- 
priate time to pass legislation to meet that larger need, and we feel 
that it is, we commend to your renewed attention the middle income 
housing bill introduced by Senator Sparkman, and others, in 1950 
and recommend to the Senate by the Banking and Currency Commit- 
tee. That program was defeated by a very narrow margin, due largely 
to a misunderstanding of its objectives. It is more essential today 
than it was 5 years ago. 

We have added—and did this because it was requested on the Senate 
side—a table of the consumer sponsored 213 cooperative housing 
projects, giving you an idea of where they are and some idea of who 
the sponsors were. 

It has been a pleasure to have an opportunity to present this state 
ment to your committee, Mr. Chairman. 

Mr. Parman. Mr. Chairman, I would like to ask the witness a 
question or two. 

The Cuarrman. Mr. Patman. 

Mr. Parman. Mr. Campbell, I notice you mentioned the change in 
the law concerning cooperative housing, from the replacement value 
concept to value. That is really the essence of it, is it not? 

Mr. Campsett. Yes, sir; the replacement cost. 

Mr. Parman. When was that done? In the last Congress? 

Mr. Camppe.i. Yes, in 1954. 

Mr. Parman. In the Housing Act of 1954? 

Mr. Campsetu. That is right. 

Mr. Parman. That has practically stymied any further cooperative 
housing, has it not ? 

Mr. CampneE... It has brought it practically to a complete standstill. 

Mr. Patman. I notice you state here that the open-end mortgage 
provision which was in the 1954 act will eventually replace, or at 
least will probably replace, the title I short-term mortgages for 
modernization. 

Mr. Campsety. That is a personal opinion; yes, sir. 

Mr. Parman. Have you made any effort to find out in how man) 
States that would be effective, and in how many it would not? 

Mr. Campsetu. No, I have not. 

Mr. Parman. In certain States, I understand, the open-end mort 
gage cannot be used, because of statutory and constitutional require 
ments in those States. 

Mr. Camppetu. Yes. 

Mr. Parman. I just wonder how extensively it can be used. I real 
ize that some credit unions, for instance, under State law, can make 
loans aggregating as much as $5,000. 
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Mr. Campsety. Yes. 

Mr. Parman. Can any of them go higher than that ? 

Mr. Campset.. I don’t think any of them can go higher. And I 
think it is only in some States that they can go that high. 

Mr. Parman. As you suggest here, a credit union could very well 
take on that type of financing ¢ 

Mr. Campsety. That is right. 

Mr. Patman. In the event the open-end mortgage provision is 
applicable in that particular State ? 

Mr. Campseti. Even if the open-end mortgage is not available, the 
credit union could make a personal loan. 

Mr. Patrman. That is right. And they make personal loans up to 
$5,000, unsecured, I understand ? 

Mr. Campsety. And they have had practically no losses. 

Mr. Parman. That is what I understand. 

You are aware of what happened in the Senate, that they included 
just recently, this session, a large part of the bill that I introduced 
concerning cooperative housing ? 

Mr. Camppe.n. Yes, sir; we were very pleased at that action. 

Mr. Parman. How much of it did they include and how much of it 
was left out, which you feel is necessary ¢ 

Mr. Campse.i. The major provision that was left out was our pro- 
posal that there be created an assistant commissioner in charge of 
cooperative housing. That was deleted during committee discus- 
sions, and Senator Sparkman has prepared an amendment to re- 
introduce that on the floor of the Senate, and we would, of course. 
like to have you keep it in this committee. 

Mr. Parman. But it takes care of the replacement value? 

Mr. Campsetyt. That is right. 

Mr. Parman. As distinguished from actual value? 

Mr. Camppetn. That is right. We also need to have that one pro- 
vision, the other provision that didn’t go in, which was the reduction 
to 50 percent of the number of veterans. 

Mr. Parman. What is that? 

Mr. Camppetu. The one other matter was our suggestion that we 
reduce the number of veterans required to 50 percent. 

Mr. Parman. From 65 to 50 percent? 

Mr. Camese.u. Yes. 

Mr. Parman. It was not in the Senate bill ? 

Mr. Camppetyi. That is right. 

Mr. Parman. If we would take care of those two provisions, the 
assistant commissioner and the reduction of the number of veterans 

required from 65 to 50 percent, that would put the bill in conference. 
even though it is not changed on the floor of the Senate. 

Mr. Campse.y. That is right. 

Mr. Patman. Those are the particular provisions that you think 
are required in this bill? 

Mr. Camppet. Yes, sir. 

Mr. Parman. T notice you state that your organization, the Co- 
operative League of the United States of America, is a national fed- 
eration of consumer service and purchasing cooperatives. Does that 
include the farm cooperatives? 

Mr. Camrpett. It includes the purchasing cooperatives but not the 
marketing cooperatives. The marketing cooperatives are members 
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of the National Council of Farmer Cooperatives, which is a sister 
organization, so to speak. 

Mr. Parman. Do you have a close working relationship between the 
two groups? 

Mr. CampsBe.tu. Yes, we do. 

Mr. Parman. About how many members are included in your par- 
ticular group? I notice you include the credit unions and the electric 
cooperatives. 

Mr. Camprentt. Yes. There is quite a bit of duplication. It is 
difficult to add them altogether, but Jerry Voorhis, whom you will re- 
member served in the House for many years, and is the executive 
director, estimates there are about 12 million, if you eliminate 
duplication. 

Mr. Parman. In your particular group 4 

Mr. Campse.u. Yes. 

Mr. Parman. How many are in the group of the farmer marketing 
‘ooperatives ? 

Mr. Camppety. There again you have quite a bit of duplication. If 
you eliminate all duplication, there are at least 3 million, perhaps 
three and a half million farmers who are members of the marketing 
cooperatives. Quite a number of those are also members of the rural 
electrification co-ops and farm supply co-ops. So we can’t keep 
adding them together. 

Mr. Parman. So between the two it is about 11 or 12 millions ? 

Mr. Campsexy. At least that many individual American families are 
inembers of one type of cooperative or another ; yes, sir. 

Mr. Parman. I have known your group over a period of many years. 
Of course we have known Jerry Voorhis a long time, and with me your 
group stands very high. In fact, I don’t know of any organization 
that works harder and more sincerely in the interests of the people than 
your group before congressional committees, and I want to commend 
you for it. 

Mr. Campsett. Thank you very much. 

Mr. Parman. I know Jerry Voorhis, who was one of the hardest 
working Congressmen I ever knew in my life. He is one of the most 
-incere, courageous, and forthright Members I have ever known, and 
1 am glad he is connected with your organization. In fact, he is your 
executive director ? 

Mr. Campsetyi. That is correct. 

Mr. Parman. I commend you for your statement, Mr. Campbell. 
You have made an excellent statement. 

Mr. Campsein. Thank you. 

The CuatrMan. Jerry Voorhis has the respect of everyone in Con- 
vress for his sincerity, integrity, and character. 

Mr. Camppety. I will be happy to tell him that, Mr. Chairman. 

The CuHarrman. How many cooperative units were built last year’ 

Mr. Campsett. During the past year, only a couple of thousand, 
which were already authorized and under construction. There have 
been practically no new units under the new value concept. 

There was a pipeline of some projects which were under construc- 
tion, or with all the financing completed and ready to go, that were 
built. 

The CHatrman. Was that due to the method of appraisal? 

Mr. Campsetz. That is right. 
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The CuatrmMan. Entirely ? 

Mr. Camppreti. That is the principal factor and there was no other 
major factor in bringing about this estoppage of the program. 

The Cuamman. Was that due to the fact that the estimated costs is 
not administered sympathetically ? 

Mr. Campeseti. No, we have had sympathetic assistance from FHA, 
but the people who are professional appraisers have been trained for 
years and years in the use of the capitalization of value as the way to 
arrive at value, and they figure out how much income the project would 
bring to an owner if it belonged to somebody else, and they use that 
as their criterion, instead of trying to figure out how much it is worth 
to the people who are living in it. And this is part of the trade of be- 
‘ing an appraiser. This is the way you arrive at value in all of the 
other projects, and it just doesn’t fit a cooperative project. 

The CuarrmMan. Do you think if the existing law at that time had 
been continued in effect there would have been no curtailment of the 
program ? 

Mr. Campsett, That is right. Iam sure that many of the projects: 
very fine projects—would already have been built if there had not 
been that change in the law. 

There is one extremely interesting project that is being held up 
by this change. The employees of the United Nations have purchased 
land in upstate New York, in good commuting area with respect. to 
the United Nations. They have had interesting architectural advice. 
and assistance, they have put down $200 a piece as their earnest money, 
with more people interested in putting down the money than they 
have room for in the project, but under this value concept they just 
have not been able to provide a high enough mortgage insurance to 
inake it economically feasible. . 

The Cuairman. Are there further questions ? 

Mr. O’Hara. Mr. Chairman. 

The Crairman. Mr. O'Hara. 

Mr. O'Hara. Mr. Campbell, I notice you have a table on the last 
page of your statement. 

Mr. Camepsern. That is right. 

Mr. O’Hara. Is this a complete list of all the consumer-sponsored 
cooperative housing projects 4 

Mr. Campse.n. Well, in the Senate record there is a list of all of the 
projects built under the program. Most of them—I would say nearly 
95 percent—were builder-sponsored projects. Now, in many cases 
when those are completed and the consumers take over the projects 
from the builders it becomes a very fine cooperative project. Those 
are not listed in here. We would be happy to supply a list of those 
for this record. 

Mr. O'Hara. But this is a complete list of consumer-sponsored 
cooperatives ¢ 

Mr. Campseui.. Yes; under FHA. 

Mr. O’Hara, I notice there is 1 project in Chicago, only 1, Pionee1 
Cooperative. 

Mr. Camrseuyt. That is right. 

Mr. O’Hara. Where is that located ? 

Mr. Camrsetn. That is in Hyde Park area. It was organized by a 
group of consumers. , 
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As you will see, it is a small project. It had assistance and sympa- 
thetic support from cooperative league staff members in Chicago, it 
took about 24% years to get to the place where we got our financing 
commitments, the land commitments, and everything else done, and 
that was made possible by the fact of the FNMA advance commitment 
procedure which was in effect a couple of years ago. 

It is a very fine project. It is one of the finest I know of, and the 
people are so happy about it that they would like to build another 
project, larger project, this time in that same area. 

Mr. O’Hara. This is a project, I note, of 23 units? 

Mr. Campse.i. That is right. 

Mr. O’Hara. That happens to be within my district. 

Mr. Camppetyi. Yes; I know. 

Mr. O'Hara. There is a demand for more units in that area? 

Mr. Camrpett. That is right. 

Mr. O’Hara. Unless the present law is changed it will be difficult 
for them to proceed with the new projects? 

Mr. Camppe... It would be impossible for them to proceed wit] 
the new units under existing law. 

Mr. O’Hara. And if the changes in the law are made that you 
suggest it would be possible for them to proceed, I gather? 

Mr. Campse.u. That is right. 

Mr. O’Hara. Thank you very much. 

Mr. Camesett. Thank you, sir. 

The Cuarrman. Are there any further questions? 

If not, you may stand aside, Mr. Campbell. We ure very glad to 
have your views, and I assure you the committee will consider them 
in executive session. 

Mr. Campse.t. Thank you. 

(The table of consumer-sponsored 213 cooperative housing projects 
is as follows:) 


Consumers-sponsored 213 Cooperative housing projects 


MANAGEMENT TYPE 


























: r Amount of | Number 

Location Name Sponsor mortgage | of units 

Fresno, Calif.........| Kavanagh Manor Co-op- -- Cm BAN ty SE Ste so $1, 067, 300 124 

Ashlan Village Co-op____._-- Pee xt eS hed § Oe Ae eg eee 1, 650, 000 169 

Chicago, Tll-- ...| Pioneer Cooperative aE 186, 300 23 

White Oaks, Md____.| NOL Cooperative No. 1____.| Naval Ordnance Laboratory 603, 000 i6 

Silver Spring, Md- Northwood Park Co-op-_-_-- =— St Ss iat 583, 900 44 

Omaha, Nebr-------- OEA Housing Corp__--- ....| Omaha Education Associ- 595, 200 71 

ation. 

Brooklyn, New York.| Harry Silver Housing Co___.| Jewish War Veterans _.| 2,637, 290 288 

Marine Park Housing Corp.|--...-......-..-..------ _...| 2,426, 400 204 

Nostrand Gardens --- al SR ERS AS EE 3, 165, 890 348 

Parma, Ohio-__-_.--_- Snow Village, Inc. & Brown NES Le ee ae 547, 200 48 

| Mutual Housing. | 

PT oss culeicncowdeennicednashtare duGce _. American Friends Service | 421, 200 52 
Committee. } 

ME iainibsconsdadnees ate cesaaeetttaas cnet eee 13, 883, 500 1, 477 
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Consumers-sponsored 213 Cooperative housing projects—Continued 
SALES TYPE 

















‘ y 7 Amount of | Number 
Location Name Sponsor mortgage | of units 
Oklahoma: F ’ ‘ ; 

Cushing......... Cushing Veterans Housing..| American Legion....-.------ 242, 240 29 

Perry..----------| Perry Veterans Housing ----|----- | RET ees? Rae SO 168, 007 21 

Walters........... Legion Housing Corp--.-----|----- OEE sc cUrbod «nmadebacnes 155, 271 19 

Abt cS aX, _..--| Altus Veterans Housing.----]----- RE HEAT a aS 349, 812 46 

Fairview---.---- Fairview Veterans Housing |----- | Rt Oe ei he sive 235, 577 26 

Hobart... 2-5. Hobart Veterans Housing |----- | BE 6 BE Se, ee 268, 223 31 
Corp. 

Mangum...----- Mangum Co-op Housing |----- ere De ae oe 279, 100 30 

Association. 

Shawnee. ._----- —— Veterans Housing |----- O6.5.% Gigs 2 HER 496, 100 60 
orp. 

Watonga.---..--.- Watonga Veterans Housing |----- | ee ee te 260, 807 29 
Corp. 

Frederick. ...--.- Frederick Veterans Housing |----- do ' PROP a 303, 400 34 

AOS. ceianeaiuminn Alva Veterans Housing |----- oe aR SS ates S*. 360, 0CO 40 
Corp. 

Apache__...--..-| Apache Veterans Housing |----- | EE Se ee 105, 160 12 
Corp. 

Ci a ee Durant Housing Corp ------|--.-- ne tiaraniareie 345, 000 42 

Fort Worth, Tex._...| Capers Home Ownership |--- ; Rid 254, 600 38 

Association 
3, 823, 297 457 
Total consumer-spon- |-- rs 17, 706, 797 1, 934 
sored housing. 














Note.— Unless otherwise identified these projects were initiated by independent groups of consumers, or 
initiated by a builder with an independent consumer group as sponsor. 


The Cuarrman. Mr. Fink, call the next witness. 

Mr. Fink. Mr. Fred W. Heitmann, Jr., vice president, Northwest 
National Bank of Chicago, accompanied by Mr. George P. Spiczak, 
also of Chicago. 


STATEMENT OF FRED W. HEITMANN, JR., VICE PRESIDENT, 
NORTHWEST NATIONAL BANK OF CHICAGO 


Mr. Herrmann. Mr. Chairman, my name is Fred Heitmann, and 
I am associated with the Northwest National Bank of Chicago. My 
colleague is Mr. Spiczak, associated with a savings and loan associa- 
tion, Chicago. We are representatives of the FHA Lenders Advisory 
Committee that was appointed by Mr. Mason in February of a year 
ago. This committee was appointed on a geographical basis, made 
up of 4 bankers, 1 savings and loan man, and 1 construction finance 
man from the State of Idaho. 

We have met here in Washington from time to time to bring to 
the FHA grassroots recommendations regarding FHA title I regula- 
tions and proposed legislation. 

In our meetings we concluded that we should present, to both the 
Senate and your committee, the recommendations of our group. The 
main one that we would like to discuss with you this morning is the 
elimination of the 6 months’ occupancy requirements that was written 
into the act last year by the Senate committee at the end of the PHA 
so-called scandal discussion. 

The 6 months’ occupancy requirement is unfair to the new home- 
owner. It requires him to go to another financial market when he 
wishes to add such things as screens or driveways to his home. It 
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hasn’t served any purpose of eliminating any so-called fraud or any 
of the other problems, and it has worked a hardship we believe on 
the new homeowner. 

The second thing we would like to suggest to you is to increase thie 
maximum title I loan that a single family home-owner may secure. 
As you know, this act was passed in 1934, and there was a limitation 
of $2,500 for 36 months placed on the loan that a single-family home 
owner could receive. Obviously, since that period building costs, 
labor costs have increased threefold, and a man can’t add a room to 
his house, he can’t make the necessary improvements that he would 
like to make for the same amount of money that he did back in 1984. 

Now, your committee last year increased the amount that a sing! 
family homeowner could borrow to $3,500, with a repayment period 
of 60 months. This was subsequently knocked out in the Senat 
Banking and Currency Committee. 

it seems a bit incongruous for us to make a man a loan who own: 
a 2-family dwelling up to $10,000 for 7 years, whereas a man having 
a single-family residence, his top is $2,500 for 36 months. It seems 
that the change should be made in this particular respect. 

I was asked over in the Senate Committee why we banks are in 
terested in the continuance of FHA title I. Our committee concluded 
that it would be a mistake to suggest that title I be ended at this 
time. Rather, we suggested a continuance for at least 5 years. 

Banks are meeting the credit requirements of their particular areas, 
meeting the credit requirements of the veterans, the small-business 
men, the homeowners, and have found it rather difficult in this period 
of high taxation to build sufficient reserves to protect our depositor 
liabilities. FHA is a self-supporting program, as you gentlemen 
well know. We pay a premium. We think we should. We think 
that certain modifications are necessary to make this act more work- 
able—not necessarily more profitable to us, but more workable for 
the dealer, the borrower, and lender. 

My colleague, Mr. Spiczak, a savings and loan man, also has some 
comments that he would like to make on this particular bill. 

The CuamMan. You may proceed, Mr. Spiczak. 


STATEMENT OF GEORGE SPICZAK, VICE PRESIDENT, HOME 
SAVINGS & LOAN ASSOCIATION, CHICAGO, ILL. 


Mr. Sprczax. Mr. Chairman, members of this committee, my name 
is George Spiczak, vice president, Home Savings & Loan Associa- 
tion, Chicago. I am also a member of the FHA Title I Lenders 
Advisory Committee. 

My Friend Mr. Heitmann has done very well in covering these 
various points. However, I would like to concentrate upon two of 
them, which are most important to the homeowners, the dealers, and 
the lenders. 

This 6-months’ occupancy provision, written into the act last year, 
had the intent of eliminating some of the abuses in the program. It 
certainly has not eliminated abuses, but to the contrary has worked 
to the disadvantage of the homeowner in forcing that new homeowner 
to go into a finance market where they are paying a rate for money 
that is 20 to 40 percent higher than the FHA title I rate which they 
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should be entitled to. It is in the interests of those homeowners that 
we feel the 6-months’ occupancy limitation should be taken out. 

If it is still felt that there should be a waiting period after a new 
homeowner moves in, rather than have him wait 6 months, 60 days 
would serve the purpose. I think one of the reasons this provision 
was written in was because of a case at Champaign, Ill., where it 
was found that a broker was using the proceeds of FHA title I loans 
as a down payment on the purchase of new homes. That, of course, 
has been eliminated, as well as most of the other abuses under the 
program in the past year. 

The so-called suede shoe boys have been driven to the fields because 
of the Justice Department entering the picture, and the investigations 
being carried on by the FBI. These salesmen are afraid now to handle 
FHA title I paper. They are demanding of the lenders loan plans 
that are not FHA-insured, and those plans, by the way, are usually 
at a much higher rate to the homeowner. 

The same protection could be given, towards eliminating the possi- 
bility of this money being used as a down payment on new homes, by 
having a 60-day limitation written in, instead of a 6-months’ occu- 
pancy limitation. In other words, making it necessary that a home- 
owner occupy that home for 60 days before they become eligible for 
a title-I loan. 

That is an alternative, if it is not possible to eliminate the provision 
entirely. 

The next thing is this increase in the maximum permissible loan 
for a single-family homeowner. As pointed out by Mr. Heitman, the 
$2,500 limitation was established in 1934. Economic conditions have 
changed tremendously since then. I remember in 1934 I bought an 
automobile for $987, which today would cost about $2,450. Just using. 
that as a comparison as to the increase in values, it was realized last 
year by this committee that the homeowner needed a larger maximum 
or permissible loan, and you did, in the 1954 act, pass in the House 
a limitation of $3,000, if I may correct my colleague, instead of $3,500, 
and provided for a term of 60 months instead of 36 months. 

In final passage of the bill, that provision, of course, was omitted. 

We feel at this time that it is in the interests of the single-family 

homeowners of this Nation to permit them a maximum permissible 
loan of $3,000. The Advisory Committee has recommended $3,500. 
However, we do feel that $3,000 would be satisfactory. 
_ But I would like to emphasize this point: That if we are given this 
increase in the maximum loan amount, along with it must go an 
increase in the term for repayment, so that the homeowner will have 
60 months to repay that loan, instead of 36 months as currently re- 
quired. If we get the increase in the maximum-loan amount, without. 
the increase in the term of the loan, it is going to make that homeowner 
pay a monthly installment that he just can’t possibly live with. The 
extension of the term from 36 months to 60 months will permit that. 
homeowner this larger loan, with a monthly installment that he can 
get along with. ; 

I want to thank this committee very much for the opportunity of 
presenting our views. 


The Cuarrman. What is the actual cost of the title-I loans to the 
borrower ? 


63137—55——18 
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Mr. Spiczax. 5 percent. That is a discount rate, but the actual 
cost is $5 per hundred per year. 

The CuatrmMan. Discount ? 

Mr. Spiczak. That is right. 

The CuarrMan. Do your association members seek these loans ? 

Mr. Sprtczax. Yes; we have made in excess of $35 million of title-] 
loans. 

The Cuatrman. How many loans has your bank made? 

Mr. Herrmann. We make approximately $5 million a year in these 
loans. Our loss, since the inception of the program, our claim ratio 
has been one-fifth of 1 percent. We have only collected back from 
the Government approximately one-tenth of the premium we have 
paid the Government. 

As you know, this has been a self-sustaining and rather profitable 
program for the Government. It is a form of calamity insurance, as 
we call it. 

The Cuamman. The banks and the savings and loan companies are 
all anxious to get these loans, are they ? 

Mr. Spiczak. Well, I would say, Mr. Chairman, that this type of 
investment is short-term. It is a good safe investment, and we turn 
our money over every 3 to 5 years, as compared with a mortgage loan 
of every 12, 16, or 18 years. 

Mr. Herrmann. It is a form of retail banking, which brings us in 
touch with the average homeowner and democratize our service to 
a great extent. And it is profitable. The rate that you speak of is 
somewhat inadequate on the smaller loans, and I think it is a little 
bit too high on the larger loans. 

The Cuamman. What does that amount to, in straight interest / 
About 9 percent, is it not? 

Mr. Herrmann. Yes, sir; that is right. You understand, out of 
that we pay the FHA 11% percent simple interest. 

The CuHatrman. Are there. further questions ? 

Mr. Patman. I have a question, Mr. Chairman. 

The Cuarrman. Mr. Patman. 

Mr. Parman. Do you consider these title I loans now practically 
riskless to the lender ? 

Mr. Herrmann. In a period such as we have enjoyed for the past 
;aumber of years, I would say yes. 

Mr. Parman. Practically riskless? 

Mr. Herrmann. Yes; in period of great prosperity. 

Mr. Parman. Do the banks handle this paper to any great extent / 

Mr. Herrmann. Yes, I would say it is generally wae ie over the 
country. The members of our committee are nominated on a geo- 
graphical basis. 

Mr. Parman. Would you have any estimate of the aggregate amount 
of business last year, say, title I modernization loans? 

Mr. Herrmann. I would say, I think, fairly accurate, in the neigh- 
borhood of $850 million in home-improvement loans insured under 
title I. 

Mr. Patman. $850 million ? 

Mr. Herrmann. Yes. 

Mr. Patman. Do you know how much the loss to the lenders hae 
been on that amount of business during the year 1954? 

Mr. Herrmann. No, sir; I don’t. 
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Mr. Parman. It would be practically nil, would it not ¢ 

Mr. Herrmann. I don’t think—I think that might be a little strong, 
sir. 
Mr. Parman. You think it might be a simall percentage of 1 
percent { : 

Mr. Herrmann. Yes, sir; I do. 

Mr. Parman. This 5 percent discount basis, that is really 9.7 per- 
cent interest, isn’t it? 

Mr. Herrmann. Yes, sir. 

Mr. Parman. How would that affect it if you extended the term 
from 36 to 60 months? Would it be the same rate of interest ? 

Mr. Spiczax. Mr. Patman, I believe that would be a subject for 
regulation, and I see no reason why the existing 4 percent discount 
rate on those loans in excess of $2,500 could not apply. 

Mr. Parman. And if it is 4 percent that would make it about 7.6 
percent ¢ 

Mr. SpiczaKk. That is right. 

Mr. Herrmann. Out of which we pay the FHA a premium. 

Mr. Parman. How much is your premium, three-quarters of 1 
percent ? 

Mr. Herrmann. When you are speaking of simple interest, it is 114 
percent. In dollars, the premium charged lenders was formerly 75 
cents of the $5 per $100 gross, add on interest charge. In October 
1954 our premium was reduced to 65 cents and in turn we incur a 10 
percent loss on each claim filed with the FHA. 

Mr. Patman. Do you pay that in advance? 

Mr. Herrmann. Yes, sir; we do. 

Mr. Parman. At the same time that you get your interest ? 

Mr. Herrmann. No, sir; we pay the FHA in advance, and then we 
wait for the term of the loan to receive our interest. 

Mr. Parman. Wait just a minute. You said a while ago that this 
is on a discount basis. If you discount it and get your interest first, 
why do you have to wait until the loan-is paid to get your interest ? 

Mr. Herrmann. Well, the word “discount” is quite often misused. 

Mr. Parman. Allright. Let us take a case. Suppose I get a loan 
from you for $2,500. How much actual money will I get? 

Mr. Herrmann. You will get $2,500, sir and the interest will be 
added to your note. However, at the inception of the loan we pay 
the FHA sixty-five one hundredths of 1 percent for each year that 
loan is torun. We pay that in advance. 

Mr. Parman. You pay that in advance? 

Mr. Herrmann. Yes, sir. 

“ Mr. Patman. Well, now, this 5 percent discount, when do you get 
Ibe 

Mr. Herrmann. We get that. over the period of the loan. 

Mr. Parman. You don’t get it in advance? 

Mr. Herrmann. No, sir. 

Mr. Parman. Well, how would that make 9.7 percent interest then? 

Mr. Herrmann. The fact that the people pay 5 percent on the full 
amount of the loan for the full term of the loan, and they pay it back 
to us in monthly installments. If they didn’t repay the loan until the 
end maturity date it would be 5 percent simple. 

Mr. Parman. I understood from one witness we had here last year 
that on this $2,500 loan they deducted $125 right off, or 5 percent. 
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Mr. Herrmann. I don't believe FHA regulations provide for th 
sir. It is not widely used, if it is permissible. I have never r 
across a lender doing that. 

I think the rate of interest, as far as 5 percent or 4 percent, shor 
be applied to the size of the loan rather than the term. I don’t thi 
the extension from 36 months to 60 months should necessarily char 
the interest; rather, I think we should change the interest at a cert: 
dollar amount that we loan. On the small loans we lose money. 

Mr. Parman. That is the reason that Mr. Spiczak suggested tl 
on the larger amounts vou could well afford to make the interest r 
less. 

Mr. Herrmann. As the rules presently call for; yes, sir. This 
an attempt upon our part to make this FHA title I fit present-« 
circumstances as to dollar amounts necessary to maintain and rep 
2 house. We are not trying to make, necessarily, more profit for 
lender. 

The Cuarrman. Well, that interest rate wouldn't be as high 
5-percent discount, would it? At 5-percent discount you would t: 
all the interest out immediately. 

Mr. Herrmann. That is right. 

The CuamrMan. The way you have described it, there is no red 
tion in the interest as the principal is decreased. But that would 
be exactly the same in this case. 

Mr. Herrmann. It wouldn’t. When you speak of this 5-pere 
discount that we charge, let me point out that most credit unions cha 
6-percent discount on loans they make to their members. This is 
field of consumer financing. 

Mr. Parman. Wait just a minute. That is on the unpaid balay 

Mr. Herrmann. I believe, sir, in our area, which is the Chic 
area, a credit union, when they extend a loan to a member, and I th 
it also holds true in the postal union in our area, they have $6 ad 
on, and in our banks it is $5. We think the rate is quite adequate 

Mr. Parman. I think you will find it is on the unpaid balance. 

Mr. Herrmann. I will stand corrected if that is the case. 

Mr. Parman. I won't argue with you because I don’t know ab 
your area. 

Mr. Herrmann. The only comparison we have is people coming 
to us for personal loans. Our rate on personal loans is somewhat 
than they are being charged by their own group. 

Mr. Spiczak. Mr. Chairman and Mr. Patman, I may be able 
clarify this a little bit. 

When I stated that $5 per hundred is the actual cost per annun 
the borrower for money under title I, that is all it costs the borroy 
$5 per $100. This so-called discount rate, we use the term “discow 
but it is not a discount deal; it is a gross charge deal in which the | 
rower receives the full amount of the money applied for and the 1 
is increased to cover the gross charge of $5 per annum per hundrex 

Now, the yield to the lender is something else again. We mis 
strue, I think, a simple interest calculation of this $5 gross charge r 
when we think that the 9.72 percent yield is the cost to the borroy 
It is not. In actual dollars, it only costs that borrower $5 per h 
dred, and the 9.72 that we speak of is the yield on that loan to 
lender, because of the monthly repayment schedule. 
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for that, 7 Mr. Parman. In other words, if you make a loan of $100, and the 
ever run @ discount is 5 percent, and that is paid back $814 a month, at the end 


of 6 months, of course, you will have gotten back half your money, 
but you continue to get the same rate clear on to the end, which makes 
the rate almost double. 

Mr. Srtczak. The yield is almost double, yes, to the leader. 

Now, the average term of a 1-year loan is 6144 months. And that is 
what causes that yield to increase above your 5-percent rate. 

Mr. Herrmann. The reason we are speaking for FHA title I is that 
most non-FHA improvement plans call for a higher rate than the 
present FHA rate. One of the reasons we would like to see title I 
continued, that is in all areas, as long as FHA is in existence, it has a 
moderating effect regarding interest rates. 

This is a type of unsecured credit. It has never been tested in the 
depression period. With these loans running as long as 5 and 7 years, 
we don’t know what our losses would be, and with this high corporate 
rate we are paying it is very difficult to establish the reserves that we 
think our depositors are entitled to. We operate with other people’s 
money more than anyone else, and who can say what our losses 
would be. 

I think they are entitled to every bit of insurance on their deposits 
that we can give them. If we can pay a premium and get that insur- 
ance, I think it is in order. 

Mr. Parmwan. You are director of a commercial bank? 

Mr. Herrmann. Yes, sir. 

Mr. Patman. And, Mr. Spiczak, vou are with the savings and loan 
association ? 

Mr. Spiczak. Yes, sir. 
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nd ithink i Mr. Parman. I am glad to see you fellows sitting there together. 
. $6 added Mr. Herrmann. We are lenders. We are in the field in this busi- 


ness. We are here to answer your questions. Obviously we are ama- 
teurs at this business of representing our people, but we are sincere in 
our approach. 

Mr. Spiczax. I would like an opportunity to say a word on the open- 
end mortgage provision which the witness before us brought out as 
eventually taking over the commitments under the title I program. 

True, as pointed out by Mr. Patman, the open-end mortgage is not 
being made in many States in the Union. 

Mr. Parman. You say it is not being made? 

Mr. Spetczak. That is right; because of those State laws. 

Yes, in addition to that, let us take into consideration the cost of 
money to the homeowner again. 

Here is a homeowner who wants to make a $1,000 improvement, and 
wants it added to his mortgage, on an open-end mortgage transaction. 
rhe term of that mortgage may be 12 years to go. So that if he is 
paying 5 or 514 percent simple interest rate on his mortgage loan it 
means that the $1,000 he requires to make this improvement is spread 
over the remainder of the term of his mortgage, or 12 years, so he is 
harge rate, paying a much greater sum for the use of that $1,000 in his open-end 
2 borrower. mortgage transaction than he would be paying on the basis of 3 or 5 
5 per hun- 4 years, with an FHA title T loan. 
loan to the =~ And it is principally because of that increased cost of money as 
compared with title I loans that the open-end mortgage has not really 
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— readily accepted by homeowners, nor has there been a demand 
by homeowners for advances for repairs or improvements using the 
open-end mortgage feature. They realize the additional cost of money 
ov - a longer per iod of time. 

. Parman. Mr. Spiezak, don’t you think the breaking point on 
this inte rest should be much lower than $2,500? I can see it is reason- 
able to charge 9.7 percent interest on $200, or up to three or four or 
five hundred dollars. You have to go to a lot of trouble, and there is 
more of a service charge. But w here it grows up to a thousand dollars, 
$1,500, or $2,000, don't you think it should be smaller as the amount 
goes up ¢ 

Mr. Spiczak. Well, regulations now provide for this break at $2,500, 
so on a loan over 69 500 it takes a 4 percent rate, those umier a $2,500 

percent rate. I would rather consider that FHA title I loans 
average about $650. Eighty percent of the business is small loan 
business. It may be surprising the number of cases that we handle 
where we don’t make money because they are loans for a hundred 
dollars, $150, or $200, and the collection costs and servicing on 
them—— 

Mr. Parman. That is not an answer to my question, I don’t think. 
[am agreeing that on those small loans there should be a larger charge. 
But don’t you think when they exceed $1,000 the interest should be 
smaller than on loans under a thousand dollars? 

Mr. Sprczax. Mr. Patman, I feel that the present scale reducing 
wi nr ate on those loans over $2,500 is adequate and should remain. 

. Parman. On the open-end mortgage you state that the objec- 
tion to that is this: Suppose I have a home and I have mortgage on it, 
and I have paid down, say, 20 percent, and I want to borrow that 20 
percent back, the only way that can be done is to put it over the entire 
per iod of the mortgage. You couldn’t get it, say, for just 2 years or 
3 years. 

Mr. Sprezax. That has not been done in the open-end mortgage 
operation. Tie money advanced extends over the remainder period 
of the mortgage. 

Mr. Hetrmann. We have title fees, too. 

Mr. ParmMan. Of course, the rate is smaller. It would be simple 
interest. 

Mr. Sriczax. That is true, but you are paying it over a longer period 
of time. 

Mr. Herrmann. In the average case it will cost the homeowner 
more, 

Mr. Parman. I was wondering if he wouldn’t be required to get a 
new title certificate. 

Mr. Herrmann. In most cases he would. 

Mr. Parman. It is almost like getting a new loan; isn’t it? 

Mr. Herrmann. That is right. That represents substantial cost. 

Mr. Parman. It might be more expensive than a title I loan, | 
suppose. 

Mr. Sriczax. That is right. 

Mr. Tatie. Mr. Chairman. 

The Cuatrman. Mr. Talle. 

Mr. Tatxie. I think you have made a good point, Mr. Heitmann, in 
stressing the fact that we don’t know what would happen if a serious 
depression came along. 
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Looking at the past few years, prices have been relatively stable; 
have they not? 

Mr. Herrmann. Yes, sir. . 

Mr. Tatie. And you can’t find a similar period without going back 
to the years 1900 to 1914. 

Mr. Parman. Mr. Talle, would you yield? 

What about farm prices? Haven't they gone down? 

Mr. Tate. That is right. 

Mr. Parman. What you say is true with the exception of farm 
prices. 

Mr. Tatiz. Yes, which I regret. 

Mr. Parman. So do I. 

Mr. Tate. So I think it is the part of wisdom to keep in mind that 
the period in which we have been working has been a favorable one. 

Mr. Herrmann. That is why lenders have paid an insuranace 
premium, all these years, far, far in excess of the amounts they have 
collected back from FHA. 

Again, I make the point that this is a form of calamity insurance, 
and we are willing to pay it because of our inability to establish ade- 
quate reserves with this present tax rate. 

Mr. Tatie. Yes. The word “discount” is a little tricky. 

Mr. Herrmann. It is loosely used. 

Mr. Tautr. Yes. 

Mr. Herrmann. That is right. You have to remember, when we 
make a mortgage under FHA title II, we are making a loan of $15,000 
to $25,000; whereas on a title I loan we are making a loan from a 
hundred dollars to $800, on the average. Obviously, the cost of that 
type of handling, of that volume of loans, servicing and so forth, is far 
in excess of the cost you incur in making a mortgage which you put 
on your books and more or less forget about except taking in the 
monthly payments; the collection costs are much higher on title I 
loans. 

Mr. Tauir. I think you used the term “add on,” did you? 

Mr. Herrmann. Yes, it is another way of saying discount. Five 
dollars per hundred per year or a $5 add-on to the amount that you 
borrow. 

Mr. Tate. I thing that is a more clear term. 

Mr. Herrmann. That is the way we advertise the loan to the pub- 
lic. It would be facetious to say a 5 percent loan. It is $5 per hundred 
per year for amounts up to $2,500. But I think we would again like 
to make the point of the necessity of helping the single-family home- 
owner to adequately finance the improvements he wishes to make on 
his home, and the amount of $2,500 has not been changed since 1934, 
the inception of this act, and I think some consideration of that is 
in order, and at the same time please give him a little longer to repay 
that loan. 

Mr. Taie. I wanted to ask you, Mr. Spiezak, how you would define 
the term which I heard for the first time last year from some wit- 
nesses: “suede shoe boys.” 

Mr. Spiczak. Well, the definition of that is st rictly a “bunco man.” 
I might say it was developed in connection with salesmen who go 
around to homeowners and first use what is commonly called « bird 
dog—the bird dog scares up the prospect, and that evening he brings 
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to the homeowner and the vice president drives up in his so-called 
charming automobile, immaculately clothed, and possibly wearing 
suede shoes, and he offers this homeowner the siding job for the house 
at absolutely no cost, providing they let the factory use that house 
as a demonstration house for the purpose of selling other jobs in the 
neighborhood. 

Or they assure the homeowner that they will receive, in commis- 
sions, more than enough to pay the cost of the siding job being put on 
their house and, of course, it inflates the homeowner’s ego and in most 
cases the contract is signed, the siding is on the house, and the home- 
owner gets the payment book from the bank, and no commissions, 
and then they wake up and understand it has been a bunco racket. 

Mr. Herrmann. I think we have to add that that type of sales 

approach is by far in the minority, and in very selected places. That 
hasn't been the general character of the title I program. 
Mr. Spiczax. Positively not. You have to consider that 18 million 
homeowners in the past 20 years have taken advantage of the FHA 
title I provision. By far I would say that the small percentage of 
those loans that involved such rackets as I have described are ex- 
tremely small. And even those, as I mentioned before, those salesmen 
and those dealerships, have been driven to the fields because of a 
change that took place here last year, after this investigation, or dur- 
ing the course of it. 

The Department of Justice got into the picture, delving into those 
complaints made by homeowners who had been taken in connection 
with these transactions, something that the Department of Justice 
did not do before to any great extent. But they became very active 
last year, and, along with that, the FBI is still continuing the inves- 
tigation of these complaints, and many indictments have been returned 
all over the United States by grand juries, in which these salesmen 
or bunco artists and the dealers that the salesmen were working for 
have been indicted. 

Some of those cases have been tried, some of these men have been 
convicted. There is quite a large number of them still pending, but 
the mere fact that these grand juries investigate them, and the in- 
vestigations by the FBI are taking place, has driven these boys to 
fields that do not involve FHA title I loans. 

Asa matter of fact, they won’t handle a piece of FHA paper. They 
are afraid of it. They want a loan plan that is not insured, and that 
does not offer the homeowner all of the protective devices that FHA 
title I offers. 

Mr. Tate. Quite a few years ago a distinguished gentleman who 
served for over 30 years in the Office of the Comptroller of the Cur- 
rency, wrote an interesting book bearing the title “The Romance and 
Tragedy of Banking.” ‘These suede-shoe boys bring in a little ro- 
mance, and they leave tragedy behind. 

That is pretty well stopped, isn’t it ? 

Mr. Sriczax. Yes. I don’t think any amount of regulation or leg- 
islation will stop these practices 100 percent. The practice is still 
being used, but it is not being used in connection with FHA title | 
loans. It is being used where they are using a means of financing 
improvement through lenders’ own loan plans that do not involve a 
safeguard provided under FHA title I. 
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Mr. Tarue. I think you say these things occurred in selected places. 
One little community in my district was selected last year. A loan 
was made to put a roof on a barn for $1,000. A local man offered to 
do it for $500.. I got the shady deal stopped, and I don’t know of 
another instance in the area. 

Mr. Herrmann. I think it is true that all concerned, the lender, 
the FHA, and Congress, we have beén somewhat remiss in our review 
of the FHA program from time to time. I think the publicity given 
the investigation has perhaps had a healthy effect on the entire 
industry. 

Mr. Tair. Operations like that don’t last long once some light is 
put on them. I am glad to know that you find they are pretty well 
stopped. 

Mr. Brown. The average amount of the loan is about $650, you say ? 

Mr. Herrmann. Depending upon the area we speak of. 

Mr. Brown. Well, let us talk about your area. Is that right? 

Mr. Heirmann. The average loan in our bank, on home-improve- 
ment loans, is around $705, sir. 

Mr. Brown. What percentage of your loans amount to $2,500? 

Mr. Herrman. I would say approximately 10 to 15 percent. 

Mr. Brown. How much? 

Mr. Herrmann. Ten to 15 percent. 

Mr. Brown. What is your reason, then, for asking for an increase 
to $3,500? 

Mr. Herrmann. There are enough homeowners who would like to 
make major improvements upon their homes, adding a room, because 
of a larger family, for instance, who need that amount to do it. In 
our particular case—I am now speaking for my own bank, whereas we 
present an advisory group representing the entire Nation—but in our 
particular case we like to make first mortgage loans for the major 
improvements in our area. 

Mr. Brown. It seems to me that $3,500 is a pretty large loan for 
improvement purposes. 

Mr. Hrirmann. Sir, a man wanting to put a bathroom and an addi- 
tional bedroom on his house, in the Chicago area, would need at least 
$3,500 to do it. If $2,500 for 36 months was in order in 1934, it would 
appear to me that certainly some increase is due at this time, for the 
single-family homeowner, because we give the man with a two-flat, up 
to $10,000 for 7 years. 

Mr. Spiczax. Mr. Brown, there have been, as we all know, a tre- 
mendous amount of new homes constructed since the end of World War 
II. For the most part those with small homes—1i- or 2-berdoom 
homes—and those families are increasing, those war babies are grow- 
ing up, and they need an additional room, they need additional sanita- 
tion facilities. Those are the type of major improvements that are 
running into this $3,000 and $3,500 class. 

Now, those homeowners are getting those loans today, and they ave 
getting them with a loan plan that is not FHA insured, causing them 
to pay a 6-percent rate rather than a 5-percent rate, so that it is cost- 
ing that homeowner 25 percent and in some cases 40 percent more for 
the use of money to make that added improvement than it would cost 
under title I. 

Mr. Brown. Well, if a man borrows $3,500 and has to pay 914 per 
cent for it, he is not a very good businessman. 
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The Cuarmman. What care do you take to see that the money goes 
into the improvement ? 

Mr. Sriczax. We spot-check dealers, Mr. Spence. This operation 
possibly is better than 90 percent a dealer operation, where the dealer 
submits a contract on a borrower’s credit application, your credit in- 
vestigation is made, the approval is issued to the dealer, the home- 
owner is notified that that approval has been issued to the dealer, and 
is notified as to what the total amount of the note will be, and the 
terms, so that if they have any questions concerning the transaction 
they have an opportunity to call the lender and stop the deal if they 
want to. 

After the work is completed the homeowner signs a completion 
certificate. I have often wondered, after reading one of these certifi- 
cates, why any homeowner would sign one or any dealer would sign 
one, because they are so rockbound in their verbiage as to protection 
of that home owner. 

Those completion certificates are then turned into the lender, and 
on that basis the homeowner has authorized the release of the funds 
to the dealer. 

In about 12 percent of the cases in our operation, before the money 
is released to the homeowner we call the homeowner by telephone and 
verify that the work has been completed. ‘They understand the terms 
of the note, and the payment terms are satisfactory, and that they 
have no complaints. 

In addition to that, in about 3 percent of the cases we handle we 
make special checks in which we go out and see that the work is done. 

This business is more or less an analysis of a dealer’s operation and 
constant watching a dealer’s operation. We get to know these dealers, 
we get to know their reputations, we get to know whether they are 
doing their work well or whether they are paying their bills, and 
the minute we get complaints in our collection department from the 
home owner as to being dissatisfied with the work or liens being placed 
against their property because of unpaid bills, and such things as that, 
naturally we take a dealer like that and cut him off as fast as possible, 
and do everything possible to straighten out that complaint of the 
home owner. 

The CuarrmMan. Under an ordinary building contract, you lend the 
money, and you see that that goes into the work, don’t you? You make 
the contractor bring his receipts, do you, as the building goes up? 

Mr. Herrmann. Waivers of liens, yes. 

The CuarrmMan. Material man may have a lien, and the builder 
nay have a lien. They bring those into you and you see that every- 
thing is In order before paying the money. Don’t you usually pursue 
that course ? 

Mr. Spiczak. Yes, Mr. Spence, in what is termed construction loan 
operation in the mortgage business, that is the course pursued. How- 
ever, in that case you are making a loan of anywhere from ten to 
fifteen or twenty thousand dollars. It is the construction of a new 
home. Here you have a piece of real property, already in existence, 
and you are improving it. Now, the volume of business done under 
FHA title I, and because of the small loan average, makes it impossi- 
ble to require waivers of lien from these dealers before the pay out 
of money. 
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The Cuarrman. Don’t you think that in this scandal a good deal 
of the blame falls upon the lender? Because if you are lending money 
that is unsecured of your depositors you would certainly see that that 
money went into the realty, wouldn’t you? Don’t you think that the 
lending institutions have been a little lax because the loans were 
insured ? 

Mr. SpiczaK. Mr. Spence, it is my firm conviction that 99.9 percent 
of the lenders in an FILA title I operation have been prudent lenders. 
Our lending institutions, our banks, our savings and loan associa- 
tions operate with a board of directors. Certainly they are not going 
to permit us to make bad loans. Most certainly we don’t make every 
loan that is applied for. 

In our particular operation our rejection ratio runs about 28 per- 
cent of the applications submitted to us. Those are loans rejected 
because of poor credit risks or for some other reason. 

The Cuarman.,. I think that a man who borrows a hundred thou- 
sand dollars for the purpose of constructing a house, and if he con- 
structs it for $80,000, and he doesn’t put the other $20,000 back on 
his note but puts it in his pocket, I think profiteering is a mild term 
for that. 

Mr. Herrmann. He is a thief, and should be put in jail. 

The CHatrmMan. Absolutely, he defrauds everybody. He defrauds 
the subsequent purchaser, who looks at the record and sees there is a 
hundred thousand dollar mortgage on the house, and thinks that 
much went into it. 

I think if there is nothing in the criminal statutes to cover it 
there ought to be. 

Mr. Herrmann. We agree with you, sir. 

Mr. Sriczax. Mr. Spence, I might say that in cases where work 
is not completed, it is not where the volume of paper is handled in 
a dealer operation, but it is in the very small percentage of loans 
where the home owner comes in to the lender and applies directly 
for a loan, to put siding on the house or to put in a new heating plant, 
or to make some other improvement, and then the home owner after ap- 
plying directly for that loan, and the money is paid directly to the 
home owner to make that improvement, the home owner then fails 
to go ahead and make the improvement. They use the money for 
some other purposes. . That is one of the loopholes in the direct 
loan situation that we are closing up by regulation right now. 

The Cuatrman. We certainly ought to close them all up. 

Are there further questions? 

Mr. O’Hara. Mr. Chairman. 

The Cuarrman. Mr. O’Hara. 

Mr. O’Hara. I am very much interested in the testimony that these 
distinguished leaders from Chicago have given, and I might say, Mr. 
Chairman, that Mr. Heitmann and Mr. Spiczak are highly esteemed 
by the people of Chicago. I wish to commend them for the splendid 
presentation they have made. 

I listened to Mr. Brown, for whom I have affection as well as 
respect, but I think we have a situation in Chicago that may not be 
quite understood in other parts of the country. For many years I occu- 
pied, with my family, a frame house similar in general style and age to 
most of the homes in that South Side community. All the homes in 
that locality were built many, many years ago. They were well built, 
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comfortable, but not modern. Now, when I considered remodeling I 
found that even to put a new bathroom on the first floor would run 
into much money. It is utterly impossible to make the necessary re- 
pairs and alterations in a house of that character under the $2,500 
limitation. And I think that situation is pretty general throughout 
Chicago. 

What you are proposing, as I understand it, is that the maximum 
permissible loan be raised to $3,500, so that in the proper case that 
loan can be available. As I understood you, about 80 percent of your 
loans, Mr. Heitmann, run between five and six hundred dollars. 

Mr. Herrmann. Around $700; yes, sir. 

Mr. O’Hara. But I suppose there are cases where you think $3,500 
could be used to good advantage in repairing a home and making 
it livable for a growing and expanding family, and in such an in- 
stance you would like to raise the limit to $3,500 

Mr. Herrmann. We are asking, sir, that we take the single-family 
home owner as he found himself under title I in 1934, and bring the 
amount, and the amount of work that he can do on his home, up to 
date in consideration of increased building and labor costs. He could 
get that bathroom and an additional room in 1934, but he can’t do it 
today. 

Mr. O'Hara. That is correct. Certainly not in the city of Chicago. 

Isn’t it better, in the city of Chicago, to make available to a man 
as much as $3,500 to provide for a growing family by modernizing 
an old home in a community within the city where he has grown up 
than to force him to find a new home in the suburbs ? 

Mr. Herrmann. That is right Also many lenders in the Chicago 
area find that 10 to 20 percent of their loans are in excess of $2,500. 

Whether the individual has borrowed a hundred dollars or $3,500, 
time has proven that he has been a good risk. Otherwise, our claims 
presented to the FHA would not have been as small as they have 
been since the inception of the act. 

Mr. Brown. I imagine title I has been of much help to the small 
owner, and I think we should keep it that way. 

The CHarrman. Are you through, Mr. O’Hara? 

Mr. O'Hara. Just another question, Mr. Chairman. 

It isn’t often, Mr. Chairman, that I have the opportunity here to 
have conversation with such distinguished Chicagoans as the witnesses 
now before us. 

The CHamman. You may proceed. 

Mr. O’Hara. You think that the 6-months’ occupancy requirement 
is excessive ? 

Mr. Herrmann. It has served no useful purpose. Any practical 
lender, any practical home improvement dealer, will tell you that 
many homeowners, who are acquiring a new home, and who wish to 
make a needed improvement have had, in most cases, to borrow at 
higher rates than title I loans now provide. 

Mr. O'Hara. But the 2 months’ provision, or the 60 days, would 
meet any possible objection ? 

Mr. Herrmann. It would on the part of lenders—the original regu 
lation in title T was that a man could not get a title I loan until his 
house was completed, livable home. I think down through the years 
that was a good regulation, and for the most part it was followed’ 
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The 6 months’ rule was written in by the Senate committee in an at- 
tempt to eliminate some of the abuses that were mentioned at the 
time of the investigation. 

Mr. O’Hara. Mr. Spiczak stated that one reason advanced for the 
6 months was to prevent the chance of the money being applied on the 
downpayment, and you stated that if the period were reduced to 2 
months the same purpose would be served. 

Mr. Herrmann. Yes; it would. 

Mr. O’Hara. And there could be no valid objection to reducing the 
period to the 60 days # 

‘Mr. Herrmann. I don’t see why there should be. Sixty days would 
be acceptable. 

Mr. O’Hara. Now, I want to comment on one other thing. When 
we had the scandals, and the Assistant Attorney General was before 
this committee, it seemed to me that there was a proneness to concen- 
trate on title I malpractices instead of probing into malpractices in 
much more important areas. There had been some bad and inexcus- 
able sales practices largely because there had not been sufficient cau- 
tion, and the special edition buys, the boiler-room solicitors of the 
charity rackets, moved in. They are a bad lot, they have no respect 
for the ethics of salesmanship, and they should be punished. But I 
do not think it fair to put the title I program under a cloud because 
of what some little crooks did until they were exposed and driven out. 
Nor do I think it fair and realistic to saddle the blame on all you 
gentlemen. 

Mr. Herrmann. Sir, you are very correct, and obviously we as 
lenders would not want to make a loan on a poorly constructed im- 
provement, because obviously our chances of collecting that type of 
loan are rather dim; we are anxious to have a satisfied customer, be- 
cause the satisfied customer makes his payments to us, and in that we 


‘have a very strong private interest. 


“Mr. Spiczax. Another thing, Mr. O'Hara. I think a year ago the 
spotlight was thrown too much upon the very, very extremely small 
percentage of cases in which title I was used in these abusive prac- 
tices, and certainly not enough was said to expound the virtues of 
FHA, title I, and the tremendous amount of good it has done for the 
homeowners of this Nation. 

Mr. O’Hara. Just like there is one bad woman and everybody talks 
about her, and they forget. about the thousands of fine virtuous women. 

Mr. SprozaK. Correct, sir. 

Mr. O’Hara. You have made a great contribution here, and I as- 
sure you as one Chicagoan to two other Chicagoans, it has been a 
happy day for me. 

Mr. Sprczax. Thank you. 

The Coairman. We are glad to have your views, gentlemen. They 
will be considered when we go into executive session. 

Call the next witness. 

Mr. Fixx. Dr. Hurst R. Anderson, president of the American Uni- 
versity, speaking on behalf of the American Council on Education 
and the Association of American Colleges. 


The CHamrman. Dr. Anderson, you may identify yourself and pro- 
ceed as you desire. 
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STATEMENT OF DR. HURST R. ANDERSON, PRESIDENT, 
THE AMERICAN UNIVERSITY 


Dr. Anprerson. Yes, Mr. Chairman and members of the committee, 
I am Hurst R. Anderson, president of the American University in 
Washington, D. C., chairman of the legislative committee of the Asso- 
ciation of American Colleges, and a member of the American Council 
on Education’s committee on relationships of higher education to the 
Federal Government. I am appearing on behalf of the American 
Council on Education, and the Association of American Colleges, 

The Association for Higher Education of the National Education 
Association, the Association of Land Grant Colleges and Universities, 
the State Universities Association, and the Association of Junior Col- 
leges also endorse the amendments I have to lay before your committee. 
I may therefore fairly claim that these amendments represent the 
viewpoint of higher education in the United States. 

The committee has before it H. R. 6569, designed to bring the col- 
lege housing loan program to an end. Lest your committee think the 
program has outlived its usefulness, I should like to make it clear that 
the need for it is as great as ever and likely to increase. 

By way of evidence, I might cite the results of a recent study con- 
ducted by the Association of American Colleges, representing more 
than 700 American colleges and universities. In response to a de- 
tailed questionnaire 92 percent of those replying expressed themselves 
in favor of the program. Thirty-eight percent had actually applied 
for loans, and 25 percent more stated that they would have wished to 
take advantage of the program if conditions had been acceptable. 

Turning to the record of the program, the Housing and Home 
Finance Agency reports total commitments of $165 million out of the 
total of $200 million released by the Bureau of the Budget. The 
HHFA estimates that the total amount thus far released will be 
obligated by the end of July 1955. 

The original legislation passed by Congress in 1950 was designed 
to remedy a growing shortage of college housing accommodations. 
It was based on certain principles which the organizations I represent 
here today believe to be valid. 

(1) The college housing loan program was conceived as a bona fide 
and essential part of the Federal Government’s program to encourage 
the provision of low-cost housing. 

(2) The objective was and is to assist in the construction of housing 
and feeding facilities that will provide accommodations at rates which 
students and faculty members can afford to pay. 

(3) Since the need for college housing, even in 1949, was much 
greater than the amount recommended for the Federal loan program, 
provision was made that no Federal loan should be made if private 
financing could be secured that would meet the need. This is still a 
sound principle, and should be retained. 

(4) The program was so planned that there would be no ultimate 
cost to the taxpayer. It was never contemplated, and is not now de- 
sired, that a Federal subsidy to higher education should be involved. 

We believe that the program, based on these principles, has been 
successful as far as it has gone, but its usefulness has been impaired 
by certain defects which we believe should be corrected. 
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On behalf of the organizations I represent, I present the attached 
draft bill which embodies our conclusions and recommendations. 

That bill is attached to the document you have, and has been sub- 
mitted here for the record. 

The CuarrMANn. It may be inserted in the record. 

(The proposed bill is as follows :) 


A BILL To amend title IV of the Housing Act of 1950, as amended, and thus to further 
assist educational institutions in providing housing and other essential facilities for 
their students and faculties 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That section 401 of title [V of the Housing 

Act of 1950, as amended, is hereby amended to read as follows: 

“Sec. 401. (a) To assist educational institutions in providing housing and 
other service buildings and facilities essential for housing or feeding their 
students and faculty the Administrator may make loans of funds to such in- 
stitutions for the construction of such facilities: Provided, That (1) no such 
loan shall be made unless the educational institution shows that it is unable 
to secure the necessary funds for such construction from other sources upon 
terms and conditions equally as favorable as the terms and conditions applicable 
to loans under this title, and (2) no such loan shall be made unless the Admin- 
istrator finds that the construction will be undertaken in an economical manner, 
and that it will not be of elaborate or extravagant design or materials. 

“(b) Any educational institution which, prior to the date of enactment of this 
Act, has contracted for housing and service buildings and facilities may, in con- 
nection therewith, receive loans authorized under this title, as the Administrator 
may determine: Provided, That no such loan shall be made for any housing and 
service buildings and facilities, the construction of which was begun prior to 
the effective date of this Act. 

“(c) A loan to an educational institution may be in an amount not exceeding 
the total development cost of the construction, as determined by the Administra- 
tor; shall be secured in such manner and be repaid within such period, not 
exceeding 50 years, as may be determined by him; and with respect to loan 
contracts entered into after the date of enactment of the College Housing Amend- 
ments of 1955 shall bear interest at a rate determined by the Administrator 
which shall not be more than the higher of (1) 24 per centum per annum, or (2) 
the total of one-quarter of 1 per centum per annum added to the rate of interest 
paid by the Administrator on funds obtained from the Secretary of the Treasury 
as provided in subsection (e) of this section. 

(“d) To obtain funds for loans under this title, the Administrator may issue 
and have outstanding at any one time notes and obligations for purchase by the 
Secretary of the Treasury in an amount not to exceed $500,000,000. 

“(e) Notes of other obligations issued by the Administrator under this title 
shall be in such forms and denominations, have such maturities, and be subject 
to such terms and conditions as may be prescribed by the Administrator, with 
the approval of the Secretary of the Treasury. Such notes or other obligations 
issued to obtain funds for loan contracts entered into after the effective date of 
the College Housing Amendments of 1955 shall bear interest at a rate determined 
by the Secretary of the Treasury which shall not be more than the higher of (1) 
214 per centum per annum, or (2) the average annual interest rate on all interest- 
bearing obligations of the United States then forming a part of the public debt 
as computed at the end of the fiscal year next preceding the issuance by the 
Administrator and adjusted to the nearest one-eighth of 1 per centum. The 
Secretary of the Treasury is authorized and directed to purchase any notes and 
other obligations of the Administrator issued under this title and for such pur- 
pose is authorized to use as a public-debt transaction the proceeds from the sale 
of any securities issued under the Second Liberty Bond Act, as amended, and the 
purposes for which securities may be issued under such Act, as amended, are 
extended to include any purchases of such notes and other obligations. The 
Secretary of the Treasury may at any time sell any of the notes or other obliga- 
tions acquired by him under this section. All redemptions, purchases, and sales 
by the Secretary of the Treasury of such notes or other obligations shall be 
treated as public-debt transactions of the United States. 

“(f) There are hereby authorized to be appropriated to the Administrator such 
Sums as May be necessary, together with loan principal and interest payments 
made by educational institutions assisted hereunder, for payments on notes or 
other obligations issued hy the Administrator under this section.” 
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Sec. 2. That subsection (c) of section 404 of title IV of the Housing Act of 
1950, as amended, is hereby amended to read as follows: 

“(c) ‘Development cost’ means costs of the construction of the housing or other 
service buildings and facilities and the land on which it is located, including 
necessary site improvements to permit its use for housing or other service build- 
ings and facilities.” 

Sec. 3. That section 404 of title IV of the Housing Act of 1950, as amended, 
is hereby amended by the addition of the following subsection (h) : 

“(h) ‘Other service buildings and facilities’ means (1) new structures, whether 
separate or parts of other structures, suitable for use as cafeterias or dining halls, 
and (2) structures, whether separate or parts of other structures, suitable for 
the above uses provided by rehabilitation, alteration, conversion, or improvement 
of existing structures which are otherwise inadequate for such uses.” 

Sec. 4. This Act may be cited as the “College Housing Amendments of 1955.” 


Dr. Anprerson. (A) One of the amendments we propose seeks to 
make clear that housing should not be so narrowly construed as to 
exclude dining facilities which are often closely related to dormitory 
accommodations—whether in the same building or not—and which 
produce income that would help to carry a loan. 

Some dining facilities have been constructed with these loans, but 
there has been severe limitation on construction of dining facilities, 
and you can’t house college students without feeding them. Many 
of our institutions could not use these loans because they could not 
provide adequate facilities to feed their students. 

Many colleges report that this obstacle has in fact prevented them 
foam obtaining loans. All we ask is establishment by the Congress 
for the purpose of this program of an interpretation of housing which 
is in accordance with the ordinary meaning of the word. After all, 
in our everyday usage housing includes facilities for cooking, eating, 
and sitting as well as sleeping. The private citizen expects to find all 
these facilities in his house, and the college needs them if it is to 
house its students. 

(B) The second, third, and fourth amendments which we seek 
would have the following purposes: To lengthen the amortization 
period from 40 to 50 years, to provide a new formula which would have 
the effect of lowering the interest rate charged to the colleges, and 
to increase the total sum available for loans from $300 million to 
$500 million. 

We should beware of assuming that the actual volume of appli- 
cations constitutes an adequate measure of the need for college hous- 
ing. Calculations based on information in the 1954 Economic Re- 
port of the President indicate that the current backlog of college hous- 
mg needs amounts to nearly $2 billion. With the rising tide of stu- 
dent enrollments, which is expected to double the student population 
by 1970—I asume that you gentlemen realize that in the next decade 
and a half we are going to have tremendous increases in the college 
and university enrollments in this country—it is estimated that the 
total college housing needs within that period will reach $6 billion. 
No college or university, however, can contemplate the actual con- 
struction of a dormitory unless it is certain that when completed the 
rooms can be rented at a rate that will assure substantially full oceu- 
yancy. That is the controlling factor in the effective demand for 
oans from any source, governmental or private. 

Hence the rate of interest charged and the length of the period of 
amortization have a critical effect, not on the need for housing but on 
the acceptability of loans for the purpose of providing it. If the con- 
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is Act of , ditions imposed under the college housing loan program are such 
-orother & that applications for loans fall off, the effect is not to increase the 
neluding 5 market for private investors offering loans on the same terms. On 
ce build- the contrary, the effect is to force the colleges to postpone any action 


until they can secure direct subsidies, either through private gifts or 


pnpan, public appropriations. It is for this basic reason we propose a lower- 
whether ing of the interest rate and a lengthening of the amortization period 
ng halls, j from 40 to 50 years. 
able for @ You gentlemen must know, I am sure that in your own constituencies 
ovement 4 di — > ths - even 50 veares P 

these college buildings last longer than 40 or even 50 years. Many 
£1955." © of the colleges in America have buildings that have been in existence 

. for 75 or 100 years. They just last, and they are used for a long 
eeks to E time. And the extension of the amortization period to 50 years is 
lasto | something that is in accord with our knowledge of the useful life span 
mitory § of an academic building. 
Which = | Now, by removing the obstacles to applications for loans we feel 

that the colleges and universities would be enabled to use all of the 
ns, but | $500 million which it is proposed to make available for loans under 
‘ilities, the program, and which is but a small fraction of current and pros- 
Many F pective needs. 
Id not The fact is, we don’t know how in the world we are going to take 

care of the college enrollment in the next decade and a half unless this 
| them 7 is done. We know what will happen. The situation will get so se- 
ngress rious there will be a demand for public subsidy, and it will come out 
which =| of the taxpayer. Our proposal is to amend the loan situation so that 
er all, 3 we can carry the cost on a loan basis and save the taxpayer the money 
ating, 3 that otherwise would be required to take care of these needs. 
nd all 4 Before concluding, I should like to state two general conclusions 
1s to : about this program: 

(1) There is no desire on the part of the educational organizations 
» seek I represent to elimiate private financing of college housing. We have 
zation j seen no conclusive evidence that the formula we propose would set 
| have a rate of interest so low as to prevent participation of private inves- 
, and tors. We reemphasize the fact that if the interest rate of the Federal 
on to program is so high as to deter the great majority of colleges from 

using it, and if private investors adopt the same rate, the entire loan 

ippli- market for college housing is curtailed. 
hous- ; _ The Federal program to date has expanded the operations of private 
> Re- investors in several ways. They have been permitted to purchase 
hous- short-term portions of Government-approved long-term loans. The 
F stu- : HHFA has also incurred the expense of helping numerous institutions 
ation to prepare satisfactory proposals, after which private investors have 
cade agreed to undertake the financing. About 40 percent of the expendi- 
llege q ture incurred by the Agency on the preparation of loan projects have 
t the been spent on loans that were finally taken up by private investors. 
lion. } (2) We believe that the program can be operated, on a margin of 
con- one-quarter of 1 percent, in such a way as not to call for any Federal 
l the subsidy to the institution receiving loans. Obviously, the amount of 
eCU- money available for administration is dependent on the total amount 
| for loaned. 

The proposal in this amendment is that the administrative over- 
d of ‘ head be siowed at a quarter of 1 percent, instead of one-half of 1 


it on . percent, as presently. We think that will cut down the cost to every- 
con- body and increase the usefulness of these loans. 
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As originally enacted in 1950, the college housing loan program 
would have offered a total of $300 million to colleges and universities 
at a rate predetermined to be acceptable. This volume of business 
would have been ample to provide for administrative expenses. The 
volume has been restricted by two factors: Reluctance of the Bureau 
of the Budget to release the funds, and an increasing interest rate 
which has made the loans progressively less attractive. Recent man- 
agement practices in the Federal Housing and Home Finance Agency 
have also set aside substantial sums as reserves for contingencies which 
experience indicates will probably never arise. In other words, a 
certain amount of money has been set aside out of income, one-fourth 
of 1 percent, for reserves, and experience indicates that these reserves 
are not needed. 

Educational institutions don’t default on their loans. They are 

aid. What happens when an institution gets into a crisis situation, 
is that all of its friends come to its support and they pay off the debts 
and everybody is taken care of. That is what has happened. Not a 
penny of money has been lost. So these reserves are piling up and are 
not being used, and are, by increasing the total administrative charge 
to one-half of 1 percent, making it difficult for some institutions to 
apply for and use the loans. 

For the current fiscal year, Mr. Chairman, the administrative costs 
for this program are $375,000, as fixed in the appropriation bill. Ac- 
cording to the statement made in budget estimates of the Housing and 
Home Finance Agency, the “net margin” accruing to the Government 
this year on interest charged the colleges in excess of the rate paid the 
Treasury will be $52,300 more than administrative costs. By estab- 
lishing a “reserve for operation losses” of one-fourth of 1 percent, 
which would amount to about $75,000 during the current year, the 
budget estimates make it appear that there will be a loss of $23,000 on 
the program this year. This is purely a bookkeeping operation. 
There have not been any operating losses under this program. 

The only reason it shows as a loss is these reserves are being set up 
against a crisis which will probably never exist. 

During the depression of the 1930’s there were 400 college housing 
loans outstanding in the hands of private lenders. Only 10 of these 
went into default under extreme depression conditions, and on none 
of these was there any loss in principal. 

As to the future, Mr. Chairman, let me point out that one-fourth of 
1 percent on $300 million, which is the full amount of loans authorized 
ut the present time, is $750,000 a year. As I said, administrative ex- 
penses for the current year are $375,000, and the House has allowed 
$425,000 for fiscal 1956. On the $500 million in our proposed amend- 
ment, the annual return to the Government at one-quarter of 1 per- 
cent would be $1,250,000. Administrative costs may go up beyond the 
$425,000 contemplated for fiscal 1956 during the anid of greatest 


activity in making loans, but it is unreasonable to assure that they will 
ever in any 1 year reach the $750,000 available annually when the pres- 
ent authorized fund is fully on loan, or the $1,250,000 available if the 
program is expanded. After the authorized loan total is reached, ad- 
ministrative expenses should drop sharply, as loans could then be made 
only from the return of principal to the revolving fund. The years in 
which administrative costs will be low exceed in number by far those 
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in which they will be high, if this program is implemented as rapidly 
as it needs be. In short, Mr. Chairman, one-fourth of 1 percent is 
fully adequate over the life of the program to cover all administrative 
expenses and return a substantial sum above them to the Treasury, 
which may be described as a “profit” or as a “reserve for operating 
losses,” according to which bookkeeping terminology you prefer. 

May I further point out that the present “reserve for operating 
losses” as established by the Administrator at one-fourth of 1 percent 
annually on outstanding bonds would come to $750,000 a year when 
the full $300 million presently authorized is loaned, and that over the 
40-year period for which loans are authorized it would build up to 
$30 million, or 10 percent of the total loans authorized at any one 
time. This seems an excessive reserve fund for a type of security 
for which there was no record during the 1930’s of any loss of 
principal. ori ers 

In summary, then, the organizations I represent maintain their 
firm support of all the basic principles on which the college housing 
loan program was originally established, and believe that the amend- 
ments we propose will reaffirm and strengthen those principles in 
future practice. 

They will give us reason to hope, gentlemen, that in this period of 
the next decade and a half when the college situation is going to be- 
come increasingly acute because of the larger number of students 
coming into these institutions, we shall have a plan that can be 
utilized without putting a burden on the taxpayer, to take care of 
this crisis situation. If we don’t get this kind of relief it has to come 
in some other way, and, very frankly, we hope we can handle it in 
such a way that we don’t have to burden the taxpayer with any of 
this load. We think it can be handled in this intelligent and sensible 
way. 

That, Mr. Chairman, represents the position of our organizations. 

The Cuatrrman. Dr. Anderson, I think one of the reasons probably 
that college housing lasts so long is it is well taken care of; isn’t that 
true? 

Dr. AnpErson. I think so. I think the colleges and universities on 
the whole have to economize. You know we don’t have any margin to 
play with. We are lucky if we can balance our budget to the dollar, 
and we just have to take care of things. 

The Cuatrman. That is really what makes housing last. 

Dr. Anprrson. I think it is. 

The CuHarrman. And I think that argument you make in favor 
of your dining facilities certainly appeals to me. I believe in days 
past I would rather have been fed without shelter than sheltered 
without food. 

Dr. Anprrson. I think, Mr. Spence, you understand what has been 
happening. Colleges and universities simply cannot build dormi- 
tories without dining halls. Most of us have classroom facilities that 
we can adapt to larger enrollments, but you can’t put more than a 
certain number of people in a room to sleep, and you can’t put more 
than a certain number of people in a dining room to eat. It is not 
always practicable or economical to provide dining facilities in the 
same building or under the same project as dormitories. Therefore, 
you have to provide some flexibility. Our proposed amendment would 
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do it, and a more liberal interpretation of this loan arrangement 
would make it possible for us to meet those dining needs. 
The Cuarrman. We certainly have to educate your young people 
if we expect our Republic to exist. 
(The following letter was submitted to the committee by the Office 

of i Administrator, Housing and Home Finance Agency :) 
HovusiIne AND HOME FINANCE AGENCY, 

OFFICE OF THE ADMINISTRATOR, 

Washington 25, D. C. June 7, 1954, 

Hon. BRENT SPENCE, 


House of Representatives, 
Washington 25, D. CO. 


DEAR CONGRESSMAN SPENCE: It has come to my attention that in testimony be- 
fore your committee on June 3, 1955, in regard to the college housing program, 
the impression was given that dining facilities are not eligible under such loans. 

Dining facilities have been included in about half of the projects approved 
under the college housing program. However, this Agency has not approved 
loans for dining halls without accompanying dormitory facilities, or dining halls 
of larger capacity than that needed for the number of students who would reside 
in the project dormitory. 

Our policies and procedures in this respect are as follows: 

“Dining and other appurtenant facilities may not be provided from loan funds 
to an extent greater than those needed for the occupants of the project housing 
facilities. Proposals for larger facilities can be considered on their merits and 
where the institution undertakes to provide from its own funds the pro rata share 
of the larger facilities.” 

I would appreciate it if this information could be included in the record of the 
hearings. 

Sincerely yours, 
Apert M. Coie, Administrator. 
Dr. Anperson. Of course we think this is critical. I don’t know 
whether you gentlemen realize what we are going to face in the 
colleges and universities in the next 10 or 15 years. All you have to 
do is take the birth rate, the swell of popul: ition at certain age levels, 
and you see we are going to get into a pinch, and we all know what 
is going to happen w hen that pinch arises. There is going to be 2 
rush to the Federal Treasury to solve this problem. 
If we can work out in advance a reasonable loan arrangement we 
can take care of the housing situation this way without putting any 
burden on the taxpayer, and, frankly, we think that is the sensible 
way to do it. 
The Cuarrman. Are there questions? 
Mr. Tatue. Mr. Chairman. 
The Cuarrman. Dr. Talle. 
Mr. Tate. I want to commend you, President Anderson, for an 
excellent statement. 
Dr. Anperson. Thank you. 
Mr. Tatxe. It shows thought, organization, and was well presented. 
It is a commonsense statement, in my opinion. 
[ wanted to ask you, when do you think the peak load will come? 
Dr. Anperson. Well, of course, it is an ascending thing. The col- 
leges are beginning to experience it now. Snrollments went up this 
last year 10 percent. They are going to gradually creep up until at 
least the latter part of the decade, "1960 to 1970. Nobody knows exactly 
when it will hit a peak, but we do know this, that we are already in 
the process. We are doing everything we can to meet the situation, 

and it is coming slowly, but you can’t ‘build dormitories ov ernight. I 

speak from experience, sir, you understand. I have worked with this 
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thing, and so I know a little bit about it. I have worked on this 
loan business. As a matter of fact, we are building some dormitories 
right here in Washington with this kind of money, as you may know. 

It takes a long time to get the loan approved, in the first place; it 
ought to. It has got to be done with great care. And, understand, 
the architects’ drawings are examined with great care. All the super- 
ficial architectural tricks are chopped off and you get the building 
down to the lowest possible standard consistent with decent and re- 
spectable and long-time housing needs. It takes time to do this. And 
it takes time to build a building. So you have to plan ahead in order 
to be able to meet the need. 

What we are especially worried about is the bill that got into your 
committee to chop off the program. If that bill went through it 
would be the most serious blow to American higher education that 
could be leveled at this moment, because we don’t know how in the 
world we should take care of this situation in the next decade and 
a half. Whether the peak comes about in 1965 or 1968 or 1970, sir, 
it iscoming. It is coming by an ascending scale. 

We are putting 3 students in rooms now that are planned for 2. 
We get by with it in some cases. I don’t want you to underestimate 
the importance of the reduction in interest rate. This, again, is not 
guesswork, sir. I have worked with this business, and I know this, 
that particularly out in the Midwest—-I came here from Minnesota, 
1 am a newcomer to Washington—the dormitory rates that have been 
established in most of our colleges and universities are reasonably low. 
Now, they will average $85 or $95 a semester. You can’t, at 314 per- 
cent, build one of these dormitories and rent the rooms for the charges 
that are made in most of our States across the country—it is a little 
lifferent on the eastern seaboard—and amortize the loan in 40 years. 
You may have to jack it up to about $130 to $140 or $145 a semester, 
which is substantially higher than the charges being made by most 
of our colleges across the country. All we are trying to do here is to 
vet this interest rate, on the basis of experience, and the amortization 
period, adjusted so that we can keep these dormitory rates in line 
und make it possible for the families of America to educate their kids 
us we had always contemplated. 

Mr. Taiz. A few days ago the Bureau of the Census reported our 
population to be 165 million, so it is understandable that we must 
provide for more children. And the birth rate has risen rapidly, as 
you have pointed out. 

Dr. Anperson. Yes, it has risen more rapidly than some people 
realize, I think. 

Further, you know, higher education in America has been a thing 
that every family has come to want for its own children. We have 
developed a situation for which we have great respect; families want 
their youngsters to go to college, and we have to provide the facilities 
In one way or another, and if we can do it over a period of time and 
let it pay for itself, in part, as this proposes, wouldn’t that be good? 
It is our feeling that it would be. 

Mr. Tattx. There is no more important physical asset than good 
health. “A sound mind is a sound body” is an old slogan, but as good 
today as ever. Certainly health and education are extremely im- 


portant; and on the college campus they are combined as they should 
re, 
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Do insurance companies show any interest in investing money in 
college dormitories ? 

Dr. Anperson. Yes, they do, sir. As you probably realize, when 
these applications are made, the first question is, Is there an insurance 
company or any other loaning agency that will take these bonds, or 
finance the operation ? If there i is any agency that is willing to do it, 
then the private agency is given precedence over the public agency. 

Our proposal is not to eliminate that. We have no desire to. 
Wherever there is a private agency that will take the loan at a reason- 
able rate of interest, we commit ourselves to the policy that that 
private agency ought to have it, and there will be some insurance 
companies, sir, that will be willing to do this. We feel that this whole 
arrangement, ‘frankly, on the part of the Federal Government, has 
tended to stimulate the private interests in making loans of this kind. 

Mr. Tarte. I am glad you take the attitude you do toward the 

taxpayer—that the program is not to cost the taxpayer : any money. 

Dr. Anprerson. Not a penny. This is set up in such a way that it 
shouldn’t cost the taxpayer a penny. This is an arrangement whereby 
the Federal Government is helping and guiding the ‘development of 
facilities that are needed. The Office of Education makes a study of 
the situation before any loan is granted, so that you have a check 
from that quarter, as well, and a very good check, and my experience 
has been that the Federal officers that watch this program help the 
universities and colleges a great deal in doing their own planning, 
on the most economical level. 

So that really the public benefits all the way around, as far as we 
‘an see, and we wouldn’t propose it if we didn’t feel that way. 

Mr. Tater. I have several senior colleges in my district. 

Dr. ANpERSON. Yes, I know you have. Do you want to know how 
much loan has been granted to them ? 

Mr. Tatie. Thank you, that would be interesting. 

Dr. Anprrson. It is all here. 

Luther College has an application for $504,000, which has been 
tentatively approved. 

Drake University has received a million. 

Upper Iowa, temporary allocation of $175,000. 

Waldorf Lutheran College, $175,000. 

Simpson College, $225, 000. 

Iowa Wesleyan, $320,000. 

Morningside, $175,000. 

I know these institutions. You have a large number in Iowa. How 
they would have solved these housing problems I honestly don’t know, 
without this help. And it isn’t costing the public anything to do it. 

Mr. Tate. I was treasurer of one of those colleges in the 1930’s so 
I am somewhat familiar with the problems involved. 

Thank you, Mr. Chairman. 

The Cuairman. If there are no further questions, we are very glad 
to have your views, Doctor, and I am sure the committee will consider 
them in executive session. 

Dr. Anperson. Thank you very much. 

The Cuamman. Mr. Fink will call the next witness. 

Mr. Frnx. Mr. Ben J. Staal, treasurer, Holland Furnace Co. 

The CuatrMan. You may identify yourself and proceed. 
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STATEMENT OF BEN J. STAAL, TREASURER, HOLLAND 
FURNACE CO., HOLLAND, MICH. 


Mr. Sraau. Mr. Chairman, I am Ben J. Staal, treasurer, Holland 
Furnace Co., and member of the FHA Industry Advisory Committee. 

During the lifetime of the Federal Housing Administration, our 
company has financed, as a retailer under FHA title I, property im- 
provement and repair loans for a total in excess of $280 million. 

We heartily endorse the administration’s bill, S. 1800, for extension 
and clarification of housing laws and in particular we endorse FHA 
title I. We also strongly advocate permanent status for this section 
of the Housing Act and certain other amendments which go further 
than that recommended by the administration. 

The following, if adopted, should continue to stimulate and help 
maintain the American economy at its present levels of employment 
and production. Our company alone employs many thousands of 
workers whose families will be benefited by these amendments. 
Throughout the industry this can be multiplied into hundreds of thou- 
sands of families who will be kept gainfully employed. 

We recommend the following based on direct working experience 
with over 700 banks and finance companies covering 41 States: 

1. Make title I permanent. 

Reason: This would eliminate the uncertainty facing industry and 
lenders about continuation or renewal of the title I act as heretofore 
experienced and it would also make title I conform to other FHA 
insuring programs. 

2. Eliminate the 6 months’ occupancy limitation. 

Reason: This would remove discrimination against the new home 
owner in financing needed improvements, alterations, or additions 
where the credit aspects justify the extension of such improvement 
loan credit. New home buyers, because of this statutory limitation, 
are forced to go into other methods of financing to obtain alterations 
or improvements needed within the 6 months’ term and almost always 
at a considerably higher price to the homeowner than would be the 
expense if financed under title I. 

3. Increase the term for single-family home loans from 36 months 
to 60 months and raise the maximum permissible loan from $2,500 
to $3,500. 

Reason: $2,500 maximum loan was established in 1934. Current 
economic conditions warrant an increase to $3,500 and a 60-month 
term to provide the single-family homeowner with adequate financing 
facilities for needed repairs and desired improvements or modern- 
ization. 

Also to cover the large need for expansion of homes to provide for 
family growth. 

In addition, this increase in terms and loan amount would provide 
more effective means for elimination and prevention of blight or slum 
areas, 

4. Increase the $10,000 limitation for class 1 (b) loans to $15,000, the 
present maximum maturity of 7 years and 32 days and the present 
$2,500 per unit limitation to remain unchanged. 

Reason: To expand the benefits of the FHA financing plan to the 
rehabilitation of multiple-family dwellings, to prevent extension of 
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blight areas and to bring houses up to acceptable living standards and 
building code requirements. 

We make the above recommendations based on the following experi- 
ences within our own company and as a member of the Industry Ad- 
visory Committee to title No. 1: 

I. National needs for home cag ecw and modernization: Over 
25 million homes throughout the Nation are over 25 years old. Mil- 
lions of American families living in those homes are able to obtain 
vital necessities made available through title I financing. The absence 
of such financing arrangements would deprive them of necessities 
presently avail: ble. 

Even with the benefits of FHA title I many needs in the home im- 
provement field are not being met. As an ex: imple, it is estimated that 
over a million homes annu: ally need replacement and modernization 
of existing heating equipment for safe and efficient operation. Only 
a part of that need is being filled. 

The average American homeowner should be encour aged and aided 
in his efforts to continue to improve his standard of living. Under 
FHA financing he can continue to amortize the cost of such improve- 
ments over a period of years. 

II. Universal benefits to all American families: Title I has made 
installment loan financing available for home improvement and mod- 
ernization in most every city and hamlet throughout the Nation. This 
has filled a need not met by private lending institutions generally 
prior to FHA. In recent years, as a result of FHA pioneering, lend- 
ing institutions have initiated non-FHA financing plan in a limited 
number of instances. These have been successful and the lending in- 
stitutions are to be complimented, but they are wholly inadequate from 
a standpoint of national coverage. 

Title I’s continued existence is justified for its influence in contin- 
uing to encourage lenders, through favorable FHA experience, to 
establish nationwide programs of non-FHA financing. As stated, this 
is far from an accomplished fact today. For example, of 7,651 banks 
engaged in consumer credit, according to the American Bankers Asso- 
ciation, only 1,333 presently offer dealer modernization finane ing plans 
that are non-FHA in character. A number of these, we have been 
advised, have been formed for standby purposes only, but are not 
actively in use as FHA is preferred by them. 

III. Low-cost financing versus higher rates: FHA title I has been 
a substantial factor in lowering and stabilizing for the American 
public the carrying charges on property improvement loans. In the 
same manner other FHA programs have had the same effect. 

The title I program protects the home owners against exhorbitant 
finance charges. The maximum $5 discount rate alone on title I loans 
is substantially lower than the rates offered on most of the uninsured 
plans with which we have become familiar through our nationwide 
chain of branches. 

IV. Past criticism of FHA title I: No doubt some of the criticism 
of title I has been warranted. However, it is time that we also take 
a realistic look at the accomplishments under this section of the Hous- 
ing Act. Over 18 million individual consumer loans have been guar- 
anteed under title I and contr ary to many Government services has 
been accomplished on a complete self-supporting basis. Certain weak- 
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nesses were uncovered, which have now been corrected, but even these 
represent but a minute fraction of the total number of negotiated 
loans. 

We have every reason to believe that most of the abuses under 
title I have now been eliminated. Therefore, with the new system of 
dealer controls, which each insured lender is required to maintain, 
permanent extension of title I should provide continued protection 
to all American families against unscrupulous or fraudulent dealers 
and/or negligent lending institutions. 

V. Confidence of the American public: Government insurance of 
loans in the home modernization field has long ago evolved into an 
accepted instrument in which tremendous confidence has been placed 
by American families, lending institutions, and industry. As a result, 
all of these groups have been encouraged to work hand in hand to 
raise the standard of living for millions of American families through 
improved housing and continued full employment. Government in- 
surance of such loans has provided the same undertone of confidence 
as prevails in our national banking system by virtue of the Federal] 
Deposit Insurance Corporation. 

We sincerely believe that the Federal Housing Administration 
under title I has done an excellent job generally in the past. We also 
believe that the present Administration, through certain corrections 
already in effect, is in a favorable position to continue the known bene- 
fits under the Housing Act. 

We believe that this is the proper time for all Government leaders 
to give FHA, and in particular title I, a solid vote of confidence 
through the adoption of points 1 to 4, inclusive. These benefits will 
accrue to all segments of the American economy, but especially to 
our American families who may then continue to have available to 
them low cost and supervised financing of home improvements in all 
areas of our great country. 

Now, briefly, to recapitulate, I would like to summarize our experi- 
ence under title I. Our company has financed under title I, $280 
million in business, and in recent years about $20 million annually. 
We deal directly with homeowners, throughout 41 States, and have 
relations with about 700 banks in a financing capacity. 

So what I give you this morning is the operating experience that 
we have, directly with homeowners, and we can testify as to the ne- 
cessity of FHA title I loans. 

FHA title I was instituted approximately 20 years ago, and since 
that time has pioneered in the field of home modernization. Today 
we hear quite a bit about banks initiating their own plans. It has 
been our experience, in dealing throughout 41 States, with over 700 
banks, that there is just a small minority of banks that have their own 
financing plan. The fact of the mattter is that as late as 1955 the 
installment lending directory of the American Bankers Association 
shows that less than 20 out of 100, only approximately 1,300 out of 
7,500, have their own modernization plan. 

There are 7,500 banks engaged in the consumer loan financing, and 
only approximately 1,300 have their own plan of financing, which in- 
dicates the popularity, the usefulness, and the necessity of FHA title I. 

Of the 1,300 plans that these banks have, many of them, we have 
found from our experience, are merely standby plans. From time to 
time there are rumors that title I will not be extended, or, as we have 
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heard this morning, the 6 months’ waiting period for new homeowners 
has given birth toa number of non-FHA plans. But, actually, they are 
in a great minority, and there is a great demand for FHA title I. 

We have found, in making something like 500,000 contracts each 
year, whenever the question of financing comes up, that the homeowner 
invariably, 9 times out of 10, where the question of financing is dis- 
cussed, will ask for title I—FHA. 

Probably one of the reasons is that they know that the rates are 
more favorable. We find that where banks initiate their own plans 
the rates will run 6 to 7 percent. You might say that is only 1 or 2 
percent greater. Actually it is 1 percent over 5, or 20 percent greater, 
and 2 percent over 5, or 40 percent greater. And that is the direct 
increase in cost to the homeowner, where the bank has its own plan. 

I say this as no reflection on the lending industry, but they feel, out 
of necessity, where they must insure their own accounts, that they need 
their extra financing fee in order to set up adequate reserves. 

Now, the question before your committee, Mr. Chairman, is as to 
what to do with title I, and, of course, it could be that you would 
say well, we will merely extend it 5 years. We don't believe, however, 
that that will correct certain crippling things that impair and restrain 
title I from doing the excellent job that it has done for the past 20 
years. I have reference particularly to the 6 months’ waiting period 
for new homeowners, which has forced and discriminated against the 
new homeowner, and has forced him to seek new means of financing 
at considerably higher rates, and that has impaired the title I program. 

The thought may be expressed that this has been one of the cor- 
rective measures that were necessary. Actually, there were a half 
dozen or more other corrective measures which really did straighten 
out things, we feel, and the 6 months’ occupancy clause is a relatively 
minor item in the picture, as far as the corrective measures are con- 
cerned. 

Possibly, the one other great need, in order to bring FHA title I up 
to date, and get it out of the atmosphere of 20 years ago, and actually 
there haven’t been any revisions or improvements since 20 years ago 
in this particular regard, and that is the necessity of extending the 
term to 60 months instead of 36 months on the larger amounts. 

These loans are made to homeowners. Certainly a stable part of 
our national picture. Itistoimprovetheirhomes. It isa forced type 
of saving, and it is logical that they should be given, on the larger 
amounts, as much as 5 years to pay, when on a new home they are given 
as much as 30 years to pay. 

So we would like to see that 1 amendment, namely, that they be 
given 60 months to pay the larger amounts. 

I might make this passing observation with reference to the open- 
end mortgage. We have found in our organization that it is not 
workable. It is not practical. It is cumbersome. It involves a lot 
of redtape, and most people don’t care to bother with it. 

I offer those reasons, in addition to what Mr. Spiczak said, with 
reference to the much greater cost in tacking this onto the end of the 
mortgage. 

Title I has come in for considerable discussion in the past year, and 
there have been a number of corrections. The records will show that 
in the past year 1,700 dealers were put on precautionary lists, as against 
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a total of 5,000 for the previous 16 or 20 years, indicating a tre- 
mendously increased activity in placing on the precautionary list dis- 
reputable dealers. ' 

There have been much tighter dealer controls exercised. Ten per- 
cent of each loss is now charged to the financing institution, which 
certainly makes each banking representative more cognizant of the 
necessity for issuing good loans. So we have a number of real reasons 
why title I is more operative and more sound and better regulated and 
controlled, but the 6 months’ occupancy clause is not one of those main 
reasons, and we therefore advocate its elimination. 

Also we advocate the extension from 36 months to 60 months. These 
moves will bring title I up to date. Thev are basically necessary, and 
are actually justified for the good of millions of American home- 
owners. 

Thank you. 

Mr. Brown (presiding). Are there any questions? 

If not, thank you very much. 

Call the next witness, Mr. Fink. 

Mr. Fink. Mr. C. N. Nichols, managing director of the National 
Association of Repair and Building Improvement Contractors. 


STATEMENT OF C. N. NICHOLS, MANAGING DIRECTOR, 
NERSICA, INC. 


Mr. Nicuors. Mr. Chairman, I am C. N. Nichols, managing director 
of NERSICA, Inc., with headquarters at 12 East 41st Street, New 
York City. I represent the home improvement contractors of the 
United States. 

In behalf of the estimated 100,000 such contractors, I wish to ask 
Congress, through this committee, to do three things: 

1. Extend FHA title I, permanently if possible. 

2. Establish larger maximum insured loans and longer time pay- 
ments. 

3. Eliminate the so-called 6 months’ occupancy section from the 
National Housing Act of 1954. This is contained in section 101 (a), 
section 2 (a) (1). 

The contractrs mentioned above install or apply principally roofing, 
siding, insulating, combination storm windows and doors, metal awn- 
ings, jalousies, modern kitchens, fire-alarm systems, and garages, for 
old homes. They are mostly small-business men doing an average of 
between fifty and one hundred thousand dollars of business annually. 

Their sales represent the establishment of a lifetime investment to 
purchasers. A large percentage of those to whom they sell are in the 
low-income brackets. These buyers are the most responsible group in 
America, those who have invested in a home which they possess in 
their own name and are trying to keep in a livable condition. Well- 
maintained homes are an essential national asset. 

The Department of Commerce estimates the home improvement and 
modernization market of the United States in 1956 will be $12 billion. 
This equals the dollar volume for new home construction. Mr. Chair- 
man, We are not discussing a minor business. 

The type of contractor I represent initiates approximately 50 per- 
cent of the total loans and over 52 percent of the total dollar volume 
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insured under FHA title I. These figures indicate the importance of 
my appearance here today. They prove the ability of these small- 
business men to serve the homeowner in the low-income brackets. 

It is estimated that about 50 percent of home improvements are sold 
for cash. This means that approximately $6 billion must be financed 
through FHA and the banks. 

FHA title I has built a new $12 billion industry which I represent 
here today. 

Many lending institutions, because of State laws. cannot make un- 
secured loans without FHA; State laws vary and in many instances 
amounts, terms, and rates are less favorable than permitted under 
FHA title 1; without FHA title I rural banks smc have to discon- 
tinue making unsecured 3-year consumer finance loans because they 
cannot diversify their risks. The only lending institutions who could 
continue to finance home improvement no-recourse loans are those in 
metropolitan cities. 

Title I is a must if the job of maintaining the present housing 
inventory of close to 50 million units in a livable condition is effected. 
This is a vast country, and there are areas where local adjustments 
are taking place. Without the all-out help of the local banker, who 
is dependent on FHA title I, a continuing home-improvement pro- 
gram is impossible. 

The home-improvement contractors believe title I legislation should 
be placed on a permanent basis. 

It was all right to have an expiration date on title I when it was 
in its experimental state. I believe this is the fourteenth extension 
asked for FHA title I. Back in the days when the idea was new, un- 
proven, and there was considerable question as to whether it was good 
or bad legislation, a mere extension was justified. Surely, Mr. Chair- 
man, after 21 years of operation all doubts as to the value of title I 
as a Government agency have been eliminated. 

The program has been self-supporting and without cost to the tax- 
payers. 

We feel keenly that we want Congress to review all Government 
agencies from time to time and consider their operations in the light 
of current developments. The Commissioner of FHA must make an 
annual report to Congress; also annually he must appear before a 
committee of Congress to obtain an appropriation for the current 
year. This periodic scrutiny, plus a ceiling on the amount of loans 
that may be oustanding at any one time, are in my opinion necessary 
safeguards to assure proper administration of title I on a permanent 
basis. 

May I interject here, Mr. Chairman, my hope that if FHA title I 
is put on a permanent basis or even if its expiration is only extended 
again, Congress will check its progress and operations more thorough- 
ly than they have done in the past. 

So I plead with this committee again, as I have done before in 
appearances before congressional committees during the past several 
years, let’s get the confusion about FHA title I over by putting its 
governing legislation on a permanent basis. 

Now, FHA title I needs greater insurance coverage and longer 
terms. 
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The time has come when consideration must be given to increasing 
amount of the loan to be insured by FHA and lengthening the time 
in which the loan can be repaid. 

In the period between 1940-44, about the time higher prices began 
to prevail, the average loan insured by FHA under title I was $313. 
According to the FHA December 31, 1953, 20th Annual Report, the 
average insured loan was $595. ‘This means that the average has 
almost doubled. 

These averages, however, do not disclose that 41 percent of title 
I insured loans are between the range of $600 and $2,500. It may 
surprise you to learn from this latest FHA report that 21.3 percent 
of the insured loans are between $1,000 and $1,500. 

It is becoming almost impossible for a homeowner to make all 
necessary repairs to insure a livable home if he insists an on automo- 
bile, radio, or television, and many other consumer-financed luxuries. 
Unfortunately, he too often lets the roof go bad, the siding drop off, 
or pays extra heating costs because of the lack of insulation or com- 
bination storm windows and doors. Then suddenly he is confronted 
with an overdue necessary maintenance repair job which, because of 
neglect, is higher than it would have been if done in time. 

Payments for the necessary improvements become a burden if the 
homeowner must pay in 36 months. An $800 repair bill will cost 
him under FHA title I $25.56 per month; a $1,000 job, $31.94; and 
a $1,500 job will amount to $47.91. This is just too much, and yet 
these payments are for permanent, necessary items of expense. 

There is another and very important reason why insured loans 
should be larger and payments extended. This affects a part of the 
Federal Housing Act of 1954 which is near and dear to all, the 
rehabilitation of slums and blighted areas. 

Section 20 of that act is designed to establish within FHA a 
means for a city to work out a well-rounded neighborhood improve- 
ment program. Both the real-estate and home-building interests have 
special programs for pushing this very worthwhile Government pro- 
gram. Geat success is expected and already several cities are engaged 
in completing final arrangements to participate in the plan. 

It is strange but true that the establishment of such programs in 
any community will make what is termed “fringe areas.” These are 
the sections immediately adjacent to the blighted area. Homes and 
buildings have been permitted to deteriorate in these fringe areas due 
to the slum condition adjacent. With the improvements under sec- 
tion 220, the owners of the fringe buildings will want to bring them 
up to at least the standard of the former blighted area. 

Because these buildings have been neglected, the absolutely neces- 
sary repairs will be high, in many instances higher than the $2,500 
limit allowed under the present FHA title I terms. The payments 
on the present 36 months’ limit would be impossible, so in a majority 
of instances a new blighted area is established adjacent to a former 
blighted section. This would destroy the expense and effort to elimi- 
nate the first area. 

Now, if larger insured amounts and longer payment time were 
granted, these fringe areas could also be improved under FHA title 
I. As an example of the difference in monthly payments, compare 
the following payments under a 60-month payment plan with the 
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amounts I have indicated above for specific sums under a 36-month 
payment plan: $800 would now be $16.67 per month; $1,000, a pay- 
ment of $20.84 each month; while $1,500 would require a monthly 
outlay of only $31.25. You can see this is quite a difference and could 
permit the fringe area to be rehabilitated, too. 

Rising costs have caused higher prices for maintenance and repair 
work. ‘The average of loan amounts, as shown previously in this state- 
ment, will most certainly increase. 

To meet this situation, we beg you on behalf of the hundred thou- 
sand maintenance, repair, and home-improvement contractors, and the 
millions upon millions of homeowners to include in the FHA title I 
legislation larger loans and longer time payments. 

Mr. Chairman, we suggested $3,500 and 60 months. 

I want to speak for a moment on the so-called 6-month occupany 
section of the National Housing Act of 1954. 

Congress, following the Capehart committee investigation, placed 
in the National Housing Act of 1954 a provision which forbids the 
insuring of a title I improvement loan on a home which has not been 
occupied for at least a period of 6 months. This is commonly known 
as the 6-month occupany legislation. 

In the heat of the Capehart investigation several cases were exposed 
where the improvement contractor had unethically cooperated with a 
prospective homeowner. In the instances brought out, the contractor 
would establish title I loans which would include a sufficient amount 
to furnish the prospective homeowner with the downpayment on his 
new home. 

No responsible or reputable contractor, such as those who subscribe 
to NERSICA’s code of ethics, and are members of the association, 
condones these or any unethical practices. But they must now suffer 
along with new and honest homeowners for the acts of a small, infini- 
tesimal percentage of the contractors and new home purchasers in our 
country. I donot know how many violations of this kind were found, 
but there is one thing I know, and that is when compared to the mil- 
lions of improvement loans insured it is most unfair to the homeowner 
who must be penalized for the acts of a few. 

It is a distinct disadvantage to the small-income couple who pur- 
chase a home, which in layout and surroundings suits them perfectly. 
The builder, in order to bring the price of the new home down to a 
cost these prospects can afford to pay, has had to eliminate many mod- 
ern conveniences. These include, among many other items, combina- 
tion storm windows and doors, awnings, jalousies, and screening. All 
of these will make the home more livable and less expensive to keep up. 
He has enough money to make the downpayment on the new home 
and keep up monthly payments, plus the addition of one or more of 
the needed improvements which would add to the comfort and pleas- 
ure of his new home. He does not want to wait 6 months to do this. 

Mr. Chairman, the adoption of the 6-month occupancy clase in the 
National Housing Act of 1954 has played into the hands of the un- 
scrupulous contractor. Particularly it has helped the “bait” adver- 
tiser. He is the guy, you know, who makes an alluring offer to sell 
something which he does not actually intend to sell, tries not to sell, 
or deliber ‘ately avoids selling. This “bait” advertiser has replaced the 
“dynamiter.” 
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He has no trouble obtaining financing. He turns to the private 
bank plans in the metropolitan centers where he mostly operates. His 
bank has no requirement that a new owner occupy the home 6 months 
before installing or applying an improvement; his bank does not 
require that a homeowner must file a completion slip before payment 
is made him; his bank does not require him to wait 6 days after com- 
pletion of a job to collect his money as a protection to the homeowner ; 
his bank is not subject to any of the splendid regulations established 
by FHA and Congress since the investigation. 

‘Only if the homeowner deals with a user of FHA title I loans can 
he be sure of ample protection. 

The sad part about the case of the poor homeowner is that he is 
paying more charges for the opportunity of an unethical bait adver- 
tiser to cheat him. The private bank plans which will serve this type 
contractor have discount rates never less than 6 percent and up to 8 
and 9 percent. They can afford to take a chance on this fellow. 

Only the elimination of the 6-month requirement on loans, so these 
homeowners can utilize the 5 percent FHA rate, will afford an op- 
portunity to the homeowner to keep out of the clutches of these 
leeches on society. 

Please remember your small income constituents when considering 
this 6-month occupancy legislation. 

Finally, I strongly recommend to each Member of Congress that, 
if he has not read FHA Commissioner Mason's report submitted to 
the American public April 13, 1955, the anniversary of his first year 
in office, he make the reading of it a must. 

Mr. Mason declared: 

FHA in the past 12 months has met the greatest challenge of its history and 
through constructive and corrective action is now giving greater service than 
ever to the home folk of America. 

He continued : 


New blood, new opportunities for service, and a new appreciation of respon- 
sibilities have helped the Federal Housing Administration to turn the most 
difheult year of its history into one of major accomplishments. 


Noting the caliber of men attached to FHA during the year, Mr. 
Mason said: 

They are men of integrity, of ability, and civic responsibility. They are ex- 
perienced real estate men, bankers, builders, attorneys, and other business ex- 
ecutives. Qualified business leaders gave up responsible positions in private 
industry to assist in bringing to FHA the benefit of industry’s experience. This 
group, working with the loyal career men of FHA, have welded an organiza- 
tion rendering outstanding service to the American people. 

NERSICA and all the 100,000 maintenance, repair, and home-im- 
provement contractors in the United States, endorse Mr. Mason’s senti- 
ments. We in NERSICA know that FHA’s efforts during the past 
year have raised the level of business ethics in the home-improvement 
field, 

And, finally, Mr, Chairman, NERSICA in one last plea again urges 
that Congress consider and adopt the suggestion we have made. Every 
one of them has been approved by both the FHA Lender Advisory 
Committee and the FHA Industry Advisory Committee. What better 
evidence do you need ? 
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Now, Mr. Chairman, I would like for the record to make a few re- 
marks on subjects which have been brought up this morning and to 
answer some questions which have been asked. _ 

I might say that we represent the responsible and reputable con- 
tractors of the United States, and we were as much plagued by and 
fought as hard against the suede shoe boys as Mr. Talle indicated a 
moment ago ; they have been the bane of our lives. 

The contractors that I represent do about 50 percent of the total 
loans, and about 52 percent of the volume insured under title I. 

These contractors install or apply principally roofing, siding, in- 
sulating, combination storm windows and doors, metal awnings, jal- 
ousies, modern kitchens and garages, for old homes. They are mostly 
small-business men doing an average of between fifty and one hundred 
thousand dollars of business annually. 

Their sales represent 50 percent of the total loans and over 52 percent 
of the total dollar volume insured under FHA title I. 

The Department of Commerce estimates the home improvement and 
modernization market of the United States in 1956 will be $12 billion. 
About 50 percent of this total is sold for cash, leaving about $6 billion 
to be financed. Many State laws prevent terms and rates on unsecured 
loans favorable to the homeowner. Most rural banks everywhere, I 
feel, might have to discontinue this type of loan without FHA title I. 
Only under FHA title I can the small income homeowner keep his 
property in livable condition. 

Right here I want to refute the distinguished witness for the Cooper- 
ative League. He said that eventually the open-end mortgage would 
take the place of the consumer financing of home improvements. Sev- 
eral of the witnesses before me have given the reasons why, and I want 
to concur in them. It is something that will not operate in the con- 
sumer finance field. 

T also want to say to you that, in speaking here, I represent as a mem- 
ber of the industry committee, which was set up by the FHA, the 
thoughts in regard to the three requests that I have made. They are 
the thoughts of that committee, and were passed unanimously at a 
meeting here last year. 

I want to urge this committee to consider carefully the need for 
greater insurance coverage and longer terms. 

Yesterday the subcommittee of the Senate Banking and Currency 
Committee, I believe, introduced a bill, S. 2126, which granted up to 
$3,000 for loans, insured loans. Well, they forgot that the average 
person can’t pay around $100 a month, and keep up his other pay- 
ments on what I like to term as luxuries as opposed to the improve- 
ment of a home to make it more livable and healthy. 

Therefore, I hope that this committee can concur in an increase, 
which I hope will go as high as $3,500, and that you will give this per- 
=i who needs the increased amount up to 60 months to repay that 

oan, 


In addition to the reasons which were given previously by witnesses, 
I want to call your attention to one which they have not mentioned. 
That is section 220 of the National Housing Act of 1954, which is 
designed for the rehabilitation of slums and blighted areas. It per- 
mits a city to work out a well-rounded neighborhood improvement 
program. Both the real-estate and home-building interests have spe- 
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cial programs for pushing this very worthwhile Government pro- 
gram. Great success 1s expected, and already several cities are en- 
gaged in completing final arrangements to participate in the plan. 

It is strange but true that the establishment of such programs in 
any community will make what is termed fringe areas. These are 
the sections immediately adjacent to the previously blighted areas. 
Homes and buildings have been permitted to deteriorate in these 
fringe areas due to the slum conditions in the areas adjacent. With 
the improvements under section 220, the owners of the fringe build- 
ings will want to bring them up to at least the standard of the former 
blighted area. 

Now, because these buildings have been neglected, the absolutely 
necessary repairs will be high, in many instances higher than the 
$2,500 limit allowed under the present FHA title I terms. The pay- 
ment on the present 36 months’ limit would be impossible. So in a 
majority of instances a new blighted area is established adjacent to 
a former blighted area. This would destroy the expense and effort 
to eliminate the first area. 

I want to just briefly comment on the matter of elimination of the 
6 months’ occupancy clause in the section in the National Housing 
Act of 1954. I would like to say that it was passed in the heat of a 
very sensational investigation, and there were cases brought up which 
this amendment would rectify—there is no doubt about that—but they 
were very minor in number, and the good responsible contractor and 
the small-income homeowner are now compelled, because of the enact- 
ment of this section, to suffer when they shouldn’t have to do so. 

Then another thing, Mr. Chairman, is this: That the adoption of 
the 6 months’ occupancy clause in the National Housing Act of 1954 
has played into the hands of the unscrupulous contractor, the same 
fellow that Dr. Talle referred to as the suede shoe boy, or the dynamit- 
er, Which I think was used in the investigations of 1954; it has really 
helped him stay in business. 

Now, particularly, it has helped a new type of unscrupulous opera- 
tor, the bait advertiser, and he is the guy, you know, who makes 
alluring offers to sell something which he does not actually intend to 
sell. tries not to sell, or deliberately avoids selling. This bait adver- 
tiser has replaced the dynamiter. He has no trouble securing 
financing. It turns to the private bank plans in the metropolitan 
centers, where he mostly operates. His bank has no requirement that 
& new owner occupy the home 6 months before installing, or applying 
for an improvement. His bank does not require that a homeowner 
must file a completion slip before payment is made. His bank does 
not require him to wait 6 days after the completion of the job to collect 
his money. His bank is not subject to any of the splendid regulations 
established by FHA and Congress since the investigation. Only if 
the homeowner deals with a user of FHA title I loans can he be sure 
of ample protection. 

The sad part about the case of this poor homeowner is that he is 
paying more charges for the opportunity of an unethical bait adver- 
tiser to cheat him. The private bank plan, which will serve this type 
of contractor, has discount rates of never less than 6 percent and up to 
Sand 9 percent. They can afford thus to take a chance on this fellow. 
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Only elimination of the 6 months requirement on loans so these home- 
owners can utilize the 5 percent FHA rate will afford an opportunity 
to the homeowner to keep out of the clutches of these leeches on 
society. 

Please remember, gentlemen, your small-income constituents, when 
considering this 6 months occupancy legislation. 

That is about my summary, Mr. Chairman, and I hope that with 
the wisdom of this committee you can grant the three requests that we 
have made. I trust that every member of the committee will read my 
full statement. I feel it has some very substantial reasons why 
these points should be recommended by this committee. 

I will be glad to answer any questions, Mr. Chairman, and if there 
are no questions I am through. 

Mr. Brown. (presiding). Dr. Talle? 

Mr. Tate. One question, Mr. Nichols. 

On page 5 of your statement, third paragraph, when you use the 
term “discount rates,” is that an outright discount in the old sense, or 
is that an add-on ? 

Mr. Nicuots. I am thinking again, as previous witnesses have testi- 
fied. Discount rate is one of those terms which has come up which I 
don’t think actually is very accurate. I use it, I notice, in my state- 
ment, one time discount rate, and the next time interest rate. It has 
been explained here very thoroughly that there is a difference between 
u discount rate and the percentage of interest. 

Mr. Tatre. You are using the term, then, in the same sense that 
previous witnesses have done ? 

Mr. Nicnuots. Yes, sir. 


Mr. Tatie. That is all. Thank you. 

Mr. Brown. Mr. Nichols, we are very glad to have your testimony. 
You may be excused. 

The committee will adjourn to reconvene at 10 o’clock Monday, 
June 6. 

(Whereupon, at 12: 40 p. m., the committee adjourned.) 

(The following statement was submitted to the committee :) 


STATEMENT SUBMITTED BY THE MUNICIPAL SECURITIES COMMITTEE OF THE INVEST- 


MENT BANKERS ASSOCIATION OF AMERICA RE Pusiic Faciirry LOANS AND COLLEGE 
Hovustine LOANS 


The Investment Bankers Association of America is a voluntary unincorporated 
trade association of investment bankers and security dealers who underwrite 
and deal in all types of securities. It was organized in 1912 and has operated 
continuously since that time. As of June 1, 1955, our association had 807 mem- 
bers engaged in 1 phase or another of the securities business in the United States 
and Canada. Our 807 members had, in addition to their main offices, 1,222 reg- 
istered branch offices. We thus have members with either main or branch offices 
in practically all parts of the country. Many of these firms underwrite and 
deal in State and municipal bonds and in the aggregate do a large percentage 
of the underwriting, distribution, and trading of State and municipal bonds. 

We have no comment regarding H. R. 5827 in the form in which it was intro- 
duced in the House and is presently before this committee. 

However, titles II and III of S. 2126 (which passed the Senate on June 7) 
would change two presently authorized loan programs of the Federal Govern- 
ment so as to permit the Federal Government to make many loans for public 
facilities and for college housing and other educational facilities when those 
loans could be provided by private industry at slightly higher rates. We believe 
that recommendations will be submitted to this committee to include in the bill 
reported by its provisions similar to those in titles II and III of S. 2126, and we 
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assume that the committee will also consider the provisions of titles II and III 
of S. 2126. 

tae: we wish to submit to the committee for its consideration our 
views that the provisions of titles II and III of S. 2126 are unnecessary and 
undesirable. 

At the outset, we would note that— 

(1) Title II of S. 2126 to provide loans for “public facilities” would expand a 
program which is already authorized to continue until June 30, 1956, and which 
already has available authorized but unappropriated funds. 

(2) Title III of S. 2126 to expand the program of loans for college housing 
(particularly by permitting such loans to be made for “other educational facili- 
ties” and to lower to 24 percent the interest rate at which such loans would be 
made by the Federal Government) would expand a program which already has 
available authorized but unappropriated funds. 

We believe that the net effect of the changes in presently authorized loan 
programs which would be made by titles II and III of S. 2126 would be to permit 
the Federal Government to make loans which could be provided by private indus- 
try at slightly higher interest rates. 


TITLE II OF 8S. 2126——PUBLIC FACILITY LOANS 


Section 108 of the Reconstruction Finance Corporation Liquidation Act, pres- 
ently in effect, authorizes the Housing and Home Finance Administrator to pur- 
chase securities of, or make loans to, municipalities and other political sub- 
divisions of States, public agencies, and instrumentalities of 1 or more municipali- 
ties or other political subdivisions of States, and public corporations, boards, 
and commissions established under the laws of any State, to finance vitally needed 
public works or facilities if the financial assistance applied for is not otherwise 
available on reasonable terms. The authorization under section 108 does not 
expire until June 30, 1956. 

Title II of S. 2126 would increase the funds authorized for loans under this 
program from $50 million to $100 million. We believe that this increase would 
be unnecessary and undesirable. 

(1) The experience of the Administrator shows that there is presently very 
little demand for loans under this program. This is readily apparent from the 
fact that, although a $50 million revolving fund was authorized for such loans 
under section 108, only $2 million actually has been appropriated, and a state- 
ment in Mareh of this year by officials of the Housing and Home Finance 
Administration to the Subcommittee on Independent Offices of the House Com- 
mittee on Appropriations (hearings on independent offices appropriations for 
1956, p. 1411) estimated that in 1955 only 12 loans aggregating $1,325,000 will 
be approved and 1956 only 3 loans aggregating $500,000 will be approved. This 
would still leave $175,000 available in loans under the present appropriation and 
$48 million available under the present authorization. Mr. Hazeltine, commis- 
sioner of community facilities, indicated that as of the date of his testimony 
(March 1955) they had received only 4 applications for loans (hearings on 
independent offices appropriations for 1956, p. 1411). 

In this connection, it should be noted that the report of the Senate Committee 
on Banking and Currency on 8. 2126 (S. Rept. 404), apparently attempting to 
justify an increase in authorized funds on the basis that many applications for 
loans under the program have not been processed, contains a statement, which 
appears to be incorrect, that the commissioner of the community facilities 
administration of HHFA at hearings this year “stated that of 308 applications, 
only 7 had been processed.” Actually, the commissioner stated in May 1955 (p. 
112 of the hearings before the Subcommittee on Housing of the Senate Com- 
mittee on Banking and Currency) that “We have received 308 inquiries and we 
have processed at the present time 7 applications” and “We have applications 
now from 7.” 

(2) Since loans could be made under this program for any “publie works or 
facilities” and those terms are not defined or limited in any way, it appears that 
loans could be made under this program for construction of facilities such as 
schools and highways which would be financed under other Federal programs 
presently under consideration by Congress. It would be undesirable and un- 
necessary to authorize such a duplication of Federal programs. 

(3) Mr. Albert Cole, the administrator of the Housing and Home Finance 
Agency, in his testimony before the subcommittee, specifically stated, with respect 
to the proposal to increase authorized funds under this program, that “our 
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agency does not have information concerning the need for this financing which 
would warrant the enactment” and “The experience of this agency in administer- 
ing various programs of assistance for non-Federal construction indicates that 
the basic problem of cities in financing public works do not generally arise from 
excessive interest rates or other unreasonable terms.” 

(4) The Commission on Organization of the Executive Branch of the Govern- 
ment in its report on lending agencies recommended “That the authorization of 
the Housing and Home Finance Agency to lend money for public works except 
as they are necessary for public-housing projects be repealed.” 

(5) Finally, and most important, the investment-banking industry can supply, 
and has been and is supplying, billions of dollars of loans annually to public 
bodies—large and small—for the construction of public works and facilities at 
reasonable rates and terms. The lack of need for Federal assistance in supply- 
ing loans to public bodies for the construction of public works and facilities is 
apparent from the billions of dollars of loans which the investment banking 
industry has supplied to publie bodies for those purposes and from the lack of 
demand for loans from the Federal Government under the program already 
authorized. 

The report of the Senate Banking and Currency Committee states that “The 
committee contemplates that the interest rate under this program will be a 
rate not in excess of that required to cover costs of borrowed money, costs of 
administration, and a reasonable reserve for losses.” It is apparent that the 
availability of additional funds under the program and the above-quoted state- 
ment by the committee would be used to attempt to force the Administrator to 
liberalize the terms under which loans would be made by the Federal Government 
so that such loans would be made at a lower rate of interest than is presently 
charged (4% percent). 

The Ferelal Government should not attempt to take over functions of private 
industry when those functions can and are being performed adequately by private 
industry. 

TITLE III OF S. 2126, COLLEGE HOUSING LOANS 


Title IV of the Housing Act of 1950 authorizes the Administrator of the Hous- 
ing and Home Finance Agency to grant loans to assist colleges in providing 
housing if they are unable to secure the necessary funds from other sources upon 
terms and conditions generally comparable to the terms and conditions applicable 
to loans under that title. The Administrator has determined that loans available 
from other sources at one-quarter percent above the rate at which loans are 
made by the Administrator are available upon terms and conditions generally 
“comparable.” Loans under that title must have a maturity not exceeding 40 
years and bear interest at a rate determined under a formula by which the inter- 
est rate is presently fixed at 34% percent. Thus, the Administrator makes the 
loan at 3% percent if a loan is not available from other sources at 314 percent. 

Title III of S. 2126 would make the following changes: 

(1) It would expand the purposes for which loans may be made to include 
“other educational facilities” in addition to housing. 

(2) It. would fix the interest rate paid by the Administrator for funds ob- 
tained from the Treasury at 2% percent, or the average annual interest rate 
on all interest bearing obligations of the United States, whichever is the higher 
(at present this would fix the interest rate at 214 percent). 

(3) It would increase the total authorization for loans from the present 
authorization of $300 million to $500 million. 

(4) It would extend the maturity of loans under the program from 40 years 
to 50 years; fix the interest rate on loans by the Administrator by a formula 
which under present conditions would fix the rate at 2%4 percent; and provide 
that the Administrator may make the loan if the college cannot obtain a private 
loan on terms and conditions “equally as favorable” as the terms and conditions 
of the Federal loan. 

(5) It would authorize loans to corporations established by a college for the 


sole purpose of providing housing or other educational facilities for the stu- 
dents or faculty of the college. 


At the outset, note that the Commission on Organization of the Executive 
Branch of the Government in its recent report on Lending Agencies recommended 
“That the program of loans for college housing be terminated.” 

(1) The proposal to expand the college housing program to authorize loans for 
“other educational facilities” obviously would go far beyond the area of “hous- 
ing” and would in fact embody a general program of Federal aid to education 
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at the college level. Consequently, the inauguration of such a program by the 
Federal Government would be brought in the back door as part of a “housing” 
program but should be considered separately by the appropriate committee as 
a Federal program for aid to education. 

(2) The proposal to limit the interest rate charged by the Treasury on notes 
of the Administrator under a formula, which under present conditions would fix 
that rate at 2% percent, would compel the Treasury to provide funds to the 
Administrator at an interest rate lower than the Treasury itself has paid on some 
recent issues of United States bonds having a maturity shorter than the loans 
made to colleges with those funds. When the Treasury is compelled by statute 
to make loans with a long maturity at a lower interest rate than it pays to borrow 
through bonds with a shorter maturity, that is poor business. 

(3) The proposal to increase the total authorization for loans from the present 
authorization of $300 million to $500 million appears unnecessary at the present 
time. The college housing program was established 5 years ago. Although $200 
million of the authorization has been released for use, it is reported that as of 
December 31, 1954, a total of $124,445,000 in loans had been approved and 
$31,306,000 had been reserved, for a total of $155,751,000, leaving over $44 million 
released funds still available for loans and leaving over $144 million in author- 
ized funds still available. It appears that adequate funds are available under 
the present authorization, unless the proposals (discussed below) to lower the 
interest rate are adopted, in which case the Federal Government will force pri- 
vate industry from the field of college housing financing and the Federal Govern- 
ment will have to assume the entire burden of such financing, which representa- 
tives of educational institutions have stated is estimated at $6 billion. 

(4) The proposals to extend the maturity of loans under the program to 50 
years, to fix the interest rate on loans by a formula which under present condi- 
tions would fix the rate at 2%4 percent and to authorize the Administrator to 
make the loan if the college cannot obtain a loan from other sources on terms 
and conditions equally as favorable as the terms and conditions of the Federal 
loan would simply force private industry out of most college housing financing 
and authorize the Federal Government to take over the financing of practically 
all college housing. 

Under the present law, private industry has been forced out of financing loans 
to colleges whose bonds are taxable because such bonds simply cannot be sold 
to private investors with an interest rate as low as the rate provided under the 
present law. 

Some of the bonds of tax-supported institutions have been taken by private 
investors because those bonds were tax exempt and the tax-exemption feature 
arouses investor interest at a lower interest rate. However, if the rate on loans 
by the Administrator is lowered still further to 2%4 percent for 50-year loans, 
private investors will be forced almost completely out of the financing of college 
housing, including tax-exempt bonds, because private investors are not interested 
in most college housing bonds at that rate. 

These proposals embody the philosophy that private industry should step 
aside in this field of business and let the Federal Government take over if private 
industry cannot provide loans at an economically unrealistic and arbitrarily 
fixed interest rate. Interest rates on college housing loans, like other interest 
rates, cannot be fixed arbitrarily by private industry; interest rates on loans 
through private industry must be determined by many factors, including market 
conditions at the time of the loan, the interest rate on comparable loans and on 
obligations of the Federal Government and consideration of the risk involved in 
the individual loan in view of the particular college seeking funds. Loans for 
most college housing can be furnished by private industry at reasonable rates. 

There is no magic in the proposed 2%4-percent rate, and it appears that if pri- 
vate industry could provide loans for college housing at 2%, percent proposals 
might then be advanced to authorize the Federal Government to make the loans 
at 24% percent if private industry could not provide them at that arbitrarily 
fixed rate. 

A formula to base an arbitrary rate on the cost of college housing and the 
rental which can be charged for such housing rests on a false base because it 
ighores nonrental funds available to meet charges. There is no established pat- 
tern in college housing and costs per unit vary widely, as also do rentals and 
nonrental funds available to meet charges. 

A basic fault in the proposals to lower the interest rate is apparent from the 
fact that the proposed 2%4-percent interest rate on 50-year loans by the Federal 
Government would be lower than the 3 percent and 3% percent interest which 
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the Federal Government has paid recently on some of its bonds with a much 
shorter maturity. ‘Thus, the Federal Government would be loaning money at a 
lower rate of interest than it pays to borrow money on loans of comparable 
maturity—without allowing for administrative expenses of the program and 
defaults on the loans which it makes. 

Furthermore, Housing Administrator Cole, in his testimony before the sub- 
committee, stated : 

“* * * the present program is working satisfactorily, and I know of no need 
for additional legislation. With respect to the more liberal terms, it should be 
noted that existing law permits us to provide incentives for private financing 
which has resulted in substantial savings to the Federal Government. * * * 

“The more liberal terms for the college loans and the elimination of private 
financing in the program would, of course, increase the expenditures for the pro- 
gram by the Federal Government.” 

Since representatives of educational institutions have stated that college hous- 
ing needs are estimated at $6 billion Congress should consider whether 
the Federal Government is prepared to assume the financing of a program of 
that size, because the interest rate proposed (2%4 percent) will in effect com- 
pel the Federal Government to provide practically all of such financing. 

It is not difficult to understand the enthusiastic support of educational institu- 
tions for the program embodied in title III of S. 2126; however, most of the 
testimony in support of these proposals simply concluded that substantial sums 
of money are necessary for college housing construction and that the lower inter- 
est rate would facilitate such construction, but did not contend that the required 
college housing could not be privately financed at somewhat higher but reason- 
able rates. 

Private financing is available for college housing at reasonable rates, but in 
most cases those rates would be somewhat higher than the arbitrarily fixed rate 
of 2%4 percent. 

(5) The proposal to authorize loans to corporations established by colleges to 
provide housing or other educational facilities would encourage the creation of 
educational housing corporations to avoid direct financial responsibility by the 
educational institution and would cause increased reliance on the Federal Gov- 
ernment for financial assistance. No particular need for loans to such educa- 
tional housing corporations has been demonstrated. 

Sducational institutions which need housing facilities could in most cases 
borrow funds directly at more advantageous rates than could be obtained by 
an educational housing corporation formed to provide housing for such institu- 
tions. Many colleges which presently can obtain loans for construction of hous- 
ing at reasonable rates through private industry might turn to “educational 
housing corporations” to provide their housing so that they could avoid com- 
pletely financial responsibility for such housing. It would be ill-advised to rush 
hastily into a program of Federal loans to encourage the creations of such 
corporations. 


We appreciate the opportunity to submit these comments to the committee. 
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MONDAY, JUNE 6, 1955 


House or ReEpreseNntrATIVES, 
CoMMITTEKE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met at 10 a. m., the Honorable Brent Spence, chair- 
man, presiding. 

Present: Chairman Spence (presiding) and Messrs. Brown, Pat- 
man, Rains, O’Hara, Fountain, Ashley, Wolcott, Talle, Kilburn, 
McDonough, Betts, and Nicholson. 

The CuatrMan. The committee will be in order. 

We will resume hearings on H. R. 5827 and related bills. 

The clerk will call the first witness. 

Mr. Frvx. The first witness is Mr. Walter B. Mills, president, 
National Association of Housing and Redevelopment Officials. 

The CHamrman. We are glad to have your views, Mr. Mills. I 
understand you come from a district which is represented by Con- 
gressman Rains. 

Mr. Miuus. That is right, sir. 

The Cuarrman. A very able, very industrious, and very efficient 
Congressman, and a real authority on the subject on which you are 
now about to give your testimony. 

Mr. Miius. Thank you, sir; we appreciate that very much. 

Mr. Rarns. Mr. Chairman, Walter B. Mills is from my hometown. 
He has spent a great many years in the housing business, and I 
sincerely believe there isn’t a housing director in the United States 
who knows more about the business. He is president of the National 
Association of Housing Officials, and I am sure he has done a good 
job. He is one of the outstanding leaders in my hometown, and I 
am very proud to have him here this morning. 

Mr. Mirts. Thank you very much, Mr. Rains. 

The Cuarrman. You may proceed just as you desire, Mr. Mills. 


STATEMENT OF WALTER B. MILLS, JR., PRESIDENT, NATIONAL 
ASSOCIATION OF HOUSING AND REDEVELOPMENT OFFICIALS 


Mr. Mitts. Thank you, Mr. Chairman. 

I have with me this morning Mr. John D. Lane, executive director 
of the National Association of Housing and Dedevelopment Officials, 
and Mr. John Searles, who is president of the redevelopment section 
of the National Association of Housing and Redevelopment Officials 
who is supposed to be here, and I am sure he will be before my testi- 
mony is concluded. 
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As you know, our association is broken up into sections, primarily 
to concern themselves with special problems and special interests, 
and that is the field of urban renewal and urban redevelopment. 

In addition to being president of the National Association of Hous- 
ing and Redevelopment Officials, I am director of the Greater Gadsden 
Housing Authority at Gadsden, Ala. 

I am appearing this morning as president of the association. 

The National Association of Housing and Redevelopment Officials 
is a nonprofit, professional association of citizens and local public 
officials interested in furthering good public administration in the 
fields of housing and urban redevelopment. The members of our 
organization are by and large those who are administering the public 
housing and urban renewal programs in cities throughout the United 
States. We have a real interest in the legislation, therefore, for we 
are anxious that it provide the best possible tools to enable us to assist 
in carrying out its objectives. 

Public housing: In our analysis of the current public housing scene, 
five basic issues arise in considering H. R. 5827 and related bills. 

1. The relationship of this program to the overall urban renewal 
program. 

2. The number of units that the program should cover. 

3. The number of years allowed for planning. 

4. How to adapt the public housing program to meet the special 
and growing needs of the aged. 

5. How to adapt the public housing program to meet the special 
needs of single person families, with no reference to age. 

In the comments that follow we shall indicate our position on all 
five points in commenting on the specific wording of the bills. 

An official analysis of S. 1800 says that the provisions on public 
housing are geared to “maintain the basic purpose of meeting the re- 
location needs of families of low income displaced by slum clearance 
and urban renewal projects * * *” Under the new concept of “urban 
renewal,” public housing programing should certainly be geared to 
the displacement plans of code enforcement agencies, private enter- 
prise, redevelopment projects, and such public programs as highway 
construction, school building, etc., all of which will entail clearance 
and rebuilding. At this very early stage in the urban renewal pro- 
gram, however, we are convinced that public housing should be en- 
couraged to move forward as quickly as possible in order to develop 
an adequate relocation housing resource for the time when the renewal 
program really begins to take hold and roll. 

Specifically, we would like to see some further modification than 
that proposed in H. R. 5827 of the limitations on the public housing 
program carried in the 1954 Housing Act. In that act, it will be re- 
called no public housing could be authorized except in communities 
in which a federally aided title I redevelopment project was being 
carried out. That limitation has been liberalized in H. R. 5827 by 
(1) permitting public housing in communities without such projects 
in process but (2) requiring that the “workable program” requirement 
of the 1954 Housing Act be met, and (3) waiving the workable pro- 
gram requirement for communities where title I projects were being 
carried out prior to passage of the Housing Act of 1954. 

We are pleased with the first provision, since it opens the way for 
public housing assistance to communities that are carrying on either 
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city, State, or privately aided redevelopment and renewal projects. 
The second provision, however, does, in our view, require some tem- 
porary, and we emphasize the word, softening. Many of the elements 
of a workable program require many months to initiate—and years 
to achieve. For example, a community without a housing standards 
code may well take 2 years to get such a code drawn, adopted, and 
installed. In that interval a public housing program can be put 
underway and an inventory of low-rental units can become available 
just when the first code displacement families need relocation housing. 

Also, it is not hard to anticipate that there will be many communi- 
ties in which there as an urgent, immediate need for low-rental hous- 
ing where none of the components of a workable program have been 
given attention. It seems to us that this community should be given 
financial assistance for low-rental program and, concurrently, en- 
couraged to begin work on a workable program. The law could carry 
a stipulation that such a community would not be given assistance for 
additional projects, and assistance might be halted short of the actual 
contributions contract, if evidence were not available within a year 
or 2 years that work had been started to qualify the community under 
workable program standards. 

In short, it seems to us that many communities can be completely 
discouraged from doing an urban renewal job if they can see no im- 
mediate help coming to them to meet their key problem in removing 
substandard housing and in relieving overcrowding; that is, the pro- 
vision of an additional] housing supply for families of low income. 
As Public Housing Administration Commissioner Slusser has already 
pointed out to this committee, it takes 12 to 18 months to plan and 
acquire land for a public-housing project, and an equal period to com- 
plete it for occupancy. Any delay in starting a community on this 
2- to 3-year job is a delay in the entire renewal process. 

Specifically, then, we should like to see H. R. 5827 provide that a 
community may qualify for Federal assistance for public housing 
under the criteria of need developed in the United States Housing Act 
of 1937 and the Housing Act of 1949, provided that it simultaneously 
begins to develop a workable program for the community. Adminis- 
trative latitude should be given Housing and Home Finance Agency 
for determining a reasonable time limit by which such a program 
should be submitted and, further, it should be within the province of 
Housing and Home Finance Agency to refuse additional public hous- 
ing assistance if no progress on the workable program has been made. 

There is no lack of evidence as to the extent of need for a public- 
housing program. Perhaps the best statement comes from the report 
of the President’s Advisory Committee on Government Housing Poli- 
cles and Programs, which estimates that something like 10 million 
families may have to move if we are to do an adequate urban renewal 
job. It is further estimated that half of these families will qualify, 
incomewise, for public housing. In the face of this need, an annual 
public housing program of 35,000 units for the next 2 years is a totally 
inadequate program. Further, to allow the program only a 2-year life 
span is totally unrealistic. Again, as Public Housing Administration 
Commissioner Slusser has already testified, no agency, Federal or local, 
an adequately staff itself or plan its program without some “fixed and 
definite goals * * * toward which it could work at a uniform rate 
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over a period of several years.” We should like to revert to the terms 
of the Housing Act of 1949; a 6-year program, with the President to 
exercise authority to vary the volumie between the 200,000 and 50,000 
annual rate scaled to fit into the economic picture as of any one year. 

Under this heading of program size, we should like to refer to Sena- 
tor Sparkman’s bill, S. 1642, the proposed annual program of 50,000 
public-housing units for aged families over the next 5 years. With 
the 35,000 units proposed in S. 1800, and with the new 2-year deadline 
for getting units under contract, we have as an annual program of 
85,000 units with 1958 and 1960 as terminal dates. This combined pic- 
ture is, of course, a decided improvement over the provisions of H. R. 
5827 alone. However, we should like to comment more extensively 
on the Sparkman bill under the specialized heading of housing for the 
aged. 

And here, Mr. Chairman, I would like to digress from my testimony 
to say that I probably better than most people who have spoken to 
this committee know the great problem that the Public Housing Ad- 
ministration has had in recruiting and keeping qualified, competent 
people to assist local communities. The short life span of the housing 
program from year to year, dependent upon appropriations in the acts 
of Congress, has made it unattractive for competent people to seek em- 
ployment or to continue employment in that agency, rather than in 
trying to go to programs with a continuing life span. 

We recognize that a great deal of Federal assistance is necessary, but 
not Federal dictation, and to have competent people who are big 
enough to realize that and to keep them in a program, certainly you 
should breathe the breath of life of a long period of time into the pro- 
gram so that a Federal employee who is competent will seek employ- 
ment and will work for the Federal agency who cooperates with local 
communities. 

Having said that, sir, I will go back to the text of my testimony, and 
I would like to speak for a moment about housing for the aged. 

This association takes some pride in the pioneering efforts that 

ublic housing has already exerted in this field. Local housing author- 
ities have long recognized the pathetic, often tragic, needs of aged 
couples and single persons for housing. They have tried to meet these 
needs in spite of the limitations of the present public-housing law. 
In New York and Massachusetts, State help has been available. In 
other instances, in Chicago, Cleveland, Memphis, Providence, St. 
Louis, San Francisco, housing authorities have exerted considerable 
ingenuity in adapting their federally aided programs to assist aged 
families. They have built, or are planning to build, units especially 
designed for older people; they have worked with community service 
agencies to develop programs that bring health, housekeeping, social, 
and financial assistance to such families. Housing authorities, how- 
ever, see a tremendously growing set of problems in this area of special 
assistance and, of course, they see a continuously expanding need for 
the housing itself for aging families, to meet the mounting propor- 
tion of our population in the “over 65” category. 

Therefore, the association expresses real appreciation for the pro- 
posed legislation that would qualify single aged persons for occupancy 
in the present public-housing program, thus solving one of the very 
special and very unfortunate problems of the existing program. 
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The association’s position on these bills can be stated as follows: 

1. The provision of housing for the aged is inextricably interwoven 
in the whole question of the economic and social needs of the aged, 
and it is our hope that any long-range public housing program would 
be developed as a part of a program focused on the entire area of need. 
Meanwhile, however, public housing should certainly be serving these 
families without the restraints of present legislation. 

2. Rather than have a supplementary program, we should like to 
see the public-housing program increased in size with a certain per- 
centage allocated to aged families. In the New York State program, 
6 percent of all housing built by an authority is allocated for the aged 
and for certain types of invalided persons. For the time being, we 
would accept this percentage as workable, pending the time when the 
general problem is more clearly understood and a general program is 
developed. 

3. We should like to have the basic legislation amended to give 
occupancy preference to the aged on 6 percent of all vacancies in 
existing units. 

4. We should like to have the basic legislation amended to permit 


single aged persons to be accepted for occupancy and continued resi- 
dence in public housing. 

5. We should like to have the basic legislation amended to over- 
come a very special eligibility problem of aged families. The present 
law requires that, to be eligible for public housing, a family must not 
only meet the income requirements of an authority but must come, 
except in the case of veterans, from substandard housing. Local 
housing authorities in all parts of the country find that aged families 
are frequently living in standard dwellings, family homes where they 
have lived for many years. Such homes are frequently too large for 
the family’s needs and economically too expensive for them to main- 
tain. Further, as the families grow older, the upkeep of the property 
is completely beyond their abilities. Hence, it is proposed that for 
aged families the substandard housing requirement be waived and 
that special eligibility criteria relating to the physical and economic 
capacity of a family to continue living in its present housing be de- 
veloped. 

6. The association endorses the provision of the Sparkman bill 
that would make it possible to provide housing for the aged in re- 
modeled existing housing as well as in new or existing projects. There 
is nothing in the basic law that prevents local authorities from reha- 
bilitating properties for public housing use, but there has been a 
strong administrative bias against it on the grounds of economic 
infeasibility. With the smaller units required for aged families, and 
with the special management problems that such housing may pose, 
it is quite possible that a remodeling and rehabilitation program for 
such families might well prove to be economically sound. Therefore, 
we should like to see the law amended so that local authorities would 
be encouraged to give such an approach careful, analytical attention, 
when they plan a program for the aged. 

As more and more urban renewal programs get underway, more 
and more special relocation housing problems develop. One such 
problem is providing relocation housing for single-person families 
other than aged persons. For example, in Sacramento, the redevelop- 
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ment area includes an employment center for migrant laborers; most 
of them single men of varying ages, and most of them in the low- 
income category. In New York City, under the State program, the 
first public housing to go into the Chinatown area is being built to 
accommodate, in part, the many single-person families characteristic 
of the area. Chinatown has traditionally been home to an overwhelm- 
ing number of single males. The New York City Housing Authority 
plans a high rise building with a high density for its pioneering 
project, on the theory that community space needs for such families 
are radically different from those of families with children. The 
federally aided public housing program should not discriminate 
against such persons but should make it possible for local housing 
authorities to accommodate single persons whenever special local sit- 
uations require that they do so. 

In closing out testimony on public housing, we should like to com- 
ment briefly on the following special aspects of the program. 

Self-liquidating provision: The present provisions of the Housing 
Act of 1954 are designed to make the public housing program self- 
liquidating. They provide that after the bonds, for which annual 
contributions are pledged, are paid in full, receipts in excess of neces- 
sary expenses of administration of the project, and of reasonable re- 
serves therefor, must be paid to the Federal Government, and to local 
public bodies which have contributed to the project in the form of tax 
exemption or otherwise in proportion to the aggregate contributions 
which the Government and such local bodies have made to the project. 
These provisions imply Federal control over local operations for a 
very long period of years following full payment of the bonds, some- 
where between the 30th and 40th year. We understand that some 
States’ statutes do not permit any residual receipts after the bonds 
are paid in full since such receipts are to be applied to the reduction 
of rents. It would appear to be in the best interest of the Federal 
Government, and the local communities, to terminate all contractual 
obligations at the time the indebtedness is paid in full and annual 
contributions no longer required of the Federal Government. 

I would like to digress here, Mr. Chairman, to say that actually 
this thing in the present law is an attempt to continue the Federal 
control for some 40 or 50 years, after all the bonds have been paid, 
and by that I mean just Federal control, sir. I assume that charts 
could be prepared to try to forecast what the net income to the Fed- 
eral Government might be from such an operation, but I dare say, sir, 
that the income would be far less than the cost of the administration 
of such a program, and the cost of supervising such a program. 

So what do we have in the present law? Actually, it amounts to 
simply this, Mr. Chairman: Not only is the Federal agency trying to 
keep much too much control over the operation of the local housing 
authorities for the 40-year life of the bonded indebtedness, and for 
the period of time over which they make Federal contributions, but 
they are trying to extend that control for another 40 or 50 years. I 
think it is wholly unrealistic, and not in keeping with the desires of 
the Congress. 

Rural nonfarm housing: The Housing Act of 1949 provided for 
a rural nonfarm housing program for families of low income. Pres- 
ent legislation does not permit this. It is recommended that consid- 
eration be given to restoring this program so that the rural nonfarm 
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communities, as well as large communities, may also meet their hous- 
ing needs with Federal assistance. 

I might say, Mr. Chairman, in the State of Alabama that is all 
communities under 3,500 people. 

Local responsibility : Legislative history indicates that Congress in- 
tended the public housing, slum clearance, and urban redevelopment 
and urban renewal programs to be locally initiated, planned, devel- 
oped, carried out, and operated with a minimum of Federal control 
and supervision. This association has long been concerned with the 
tendency toward an increased and an unwarranted degree of Federal 
control and supervision as reflected in contractual arrangements and 
in administrative determinations on policies and procedures in which 
local agencies operate. It is hoped that your subcommittee on hous- 
ing will study and analyze this relationship with a view toward incor- 
vorating in proposed legislation such language as will clarify the 
intent and desires of the Congress. It is recognized that a certain de- 
gree of control and supervision is not only necessary but desirable, 
but it should not be overwhelming to a point where local initiative, 
judgment, responsibility, and authority are submerged to an incon- 
ceivable degree. It is felt that the aims and objectives of the national 
housing policy can better be achieved through reliance upon local 
administration and judgment with limited Federal control. 

Section 221: The new section 221 program set up under the Hous- 
ing Act of 1954 has been notable for the almost complete lack of 
response to it on the part of private builders. Yet the program was 
aimed at meeting an important and very special need: Housing for 
families just above the public housing eligibility level and not within 
the range for which most private housing is currently being built. 
The problem of the excess-income family leaving a public-housing 
project is a serious one, as is the problem of the displaced family with 
an income too high for public housing. We urge a restudy of the 
1954 act proposals. It should be possible to devise a rent-option plan 
that would make home ownership possible for these families. We 
should like to explore with this subcommittee during the course of its 
general housing investigations later in the year some ideas we have 
been considering to meet this need, a possible adaptation of the public 
housing program under which local authorities might purchase and 
remodel homes, then make them available on a rent-option basis to 
those of its tenants capable of assuming the responsibilities of home 
ownership. 

Farm labor centers: These farm labor centers are used for the 
housing of migrant and permanent agricultural labor and are leased 
under a 20-year purchase and sale contract between the Public Hous- 
ing Administration and local housing authorities. The local housing 
authorities are required to underwrite all deficits but must submit all 
net proceeds to the Public Housing Administration. Local housing 
authorities are also prohibited from rehabilitating or replacing units 
in these centers. This association feels that these centers could be 
operated more efficiently and provide more habitable housing if they 
were relinquished to the local housing authorities. 

We are submitting a resolution on this subject marked “Appen- 
dix A,” 

I was recently in California to attend the Pacific Southwest regional 

council of our association at its annual meeting. While on this trip, 
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I was shown projects and pictures of other projects in that area where 
migratory farm workers were asked to live in tents without floors, 
where the floors had rotted down, and they were not allowed to replace 
the decks, as we knew them in the service, where frames that were for- 
merly covered by some type of building paper, or plywood, or some- 
thing else, weather and time had taken its toll and those sides had 
fallen off, and you would see where a family had hung up a blanket to 
hide themselves so they could sleep and change their clothes. 

Sir, that is not housing. That is not even shelter. But if these local 
authorities in the country were allowed to just expend the income from 
rentals to rehabilitate and keep those units habitable, it would be a 
great service not only to housing of families but to the farmers who 
need their laborers to harvest the crops in those areas. 

The central California chapter of our association has been working, 
and I understand a bill has been introduced in Congress, and has been 
referred to your committee, which is covered in this resolution—I 
think the bill is H. R. 4211, and was introduced by Congressman John 
KE. Moss of California. We ask your careful consideration of that bill 
and request that it be incorporated in this legislation. 

H. R. 5827 recognizes that the original $500 million capital grant 
authorization is now almost completely committed, and therefore it 
provides for an additional $400 million over the next 2 years plus $100 
million to be authorized by the President whenever he sees fit. If the 
Congress wants the urban renewal and urban redevelopment programs 
to continue, it is essential that additional capital grant authorization 
be provided in this legislation. Without it, our communities will be 
unable to undertake any additional urban renewal and urban redevel- 
opment projects. This program offers our cities a real opportunity to 
remove slums and to improve housing conditions. Many cities have 
already undertaken slum clearance projects but others are just getting 
underway. Without additional capital grant authorization, such a 
program would be impossible in most of our cities. 

In operating under the Housing Act of 1954 we have found two areas 
where a change in the law would improve the operation of the pro- 
gram. The first of these has to do with planning advances. If a city 
wishes to participate in the urban renewal program it submits an ap- 
plication to HHF A, asking for a planning advance in order to plan 
the project. Under the urban renewal concept, many of these projects 
will involve rehabilitation as well as slum clearance and redevelop- 
ment. The wording of the present law is such that HHFA says it is 
necessary that in the application for the advance the city determine 
before it receives its planning advance the areas to be cleared and the 
areas to be rehabilitated. This means in effect that the city must plan 
its project before it receives the planning advance. The purpose of the 
advance is to make studies in the area to determine how various por- 
tions of the area should be treated; that is, whether they should be 
cleared or rehabilitated. But the city must now make these determina- 
tions before it receives the advance. 

We would recommend that the language of the Housing Act of 1949, 
as amended, be changed to make it clear that the city does not have to 
make these determinations prior to applying for an advance but can 
use the planning advances to make the studies necessary to decide how 
portions of the area should be treated. We have language if you wish 
to have it. 
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Specific language is contained in items 1 and 2 and 3 of appendix 
B, which is being turned in to accompany the testimony. 

The second change in the law to improve the operation of the pro- 
eram has to do with the rehabilitation and conservation portions of 
the program, the part added by the Housing Act of 1954. In an area 
to be rehabilitated or conserved, the city has two tools to see that own- 
ers bring their properties up to the standards set for the area. One 
of these is intensive enforcement and inspection within the area, a 
much more intensive operation than carried on in other parts of the 
city. The second tool is the provision of technical advice and assist- 
ance to owners and tenants in advising them on how to improve their 
property. The city will have to employ architects and financial ad- 
visers to meet with owners and tenants and advise them on how to 
meet the standards set for the area, how they can finance the improve- 
ments, and what they can expect such improvements to cost. Most of 
these owners and tenants will need this kind of advice; for without it 
they may overextend themselves financially or undertake improve- 
ments that do not meet the standards set for the area. 

In the present law, there is some question whether the latter item, 
technical assistance, may be included as part of the cost of the project, 
and HHFA has ruled that the former item, inspection and enforce- 
ment, is definitely not a part of the cost of the project. Since both of 
these items are relatively costly we would recommend that the law be 
changed to make it clear that both technical services and inspection 
and enforcement services in the urban renewal area may be included 
as part of the cost of the project. 

Specific language is included in items 4 and 5 of appendix B. 

In our testimony last year on the Housing Act of 1954, we stated 
that section 220 would provide an excellent vehicle for the financing of 
multifamily redevelopment projects on cleared land. We felt at that 
time that by providing a new section and by eliminating the “economic 
soundness” requirement and substituting “acceptable risk” that the 
problems of FHA valuation for redevelopment projects would be 
eliminated. In practice, however, we find that this has not been the 
case. Because these projects are in central areas and the surrounding 
environment has not yet been improved, FHA still finds it difficult 
to establish a value commensurate with replacement cost. We feel 
that these projects are large enough to be self-sufficient, providing in 
effect their own environment and that they should not be penalized 
with a reduced valuation because of their location. Under FHA’s 
present application of the value concept, the builder receives some- 
thing less than a 90-percent mortgage on his structure. 

Since Congress wrote cost certification into the Housing Act of 
1954, windfalls are impossible for the builder. The mortgage is 90 
percent of either the estimated value or his certified costs, whichever 
is the lesser. In one instance the value concept is applied; in other the 
cost concept is used. It would seem logical to us to replace “estimated 
value” with “estimated replacement. cost.” In no case could the mort- 
gage exceed 90 percent of certified costs, and it would be less if FHA’s 
“estimated replacement cost” were less than certified costs. The in- 
efficient builder would have to have more cash in the project; the 
efficient builder would merely increase his equity. His mortgage 
would be reduced because he would be able to build more efficiently : 
his certified costs would be less than estimated replacement costs. — 
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By substituting “estimated replacement cost” for “estimated value” 
in section 220, FHA would not feel compelled to reduce value because 
of the environment. Builders would be able to obtain a true 90 per- 
cent mortgage. With the kind of valuation FHA now applies to re- 
development projects, not many builders find it attractive to build re- 
development projects. Section 220 has not become the financing ve- 
hicle for 220 projects that we anticipated. 

Specific language is presented in appendix C. 

There is one other item under section 220 that has given us difficulty 
in obtaining builders for our redevelopment projects. No changes in 
the law are necessary, but congressional recognition of the problem 
would help HHFA and FHA in meeting the problem administra- 
tively. The question has to do with those instances where the builder 
and mortgagor are one and the same; the usual situation for builders 
of multifamily, rental housing. The Housing Act of 1954 states that 
under cost certification, costs may include a reasonable allowance for 
builder’s profit. Your committee’s report of the bill stated that 10 
percent should be the maximum. We have found, however, that FHA 
has been very conservative in interpreting “reasonable allowance,” and 
5 percent seems to be the maximum they are permitting on large 
projects. 

Somehow there seems to be a misconception of “builder’s profit.” 
Some seem to have the impression that the builder walks off the 
job with this amount of cash in his pocket. The opposite is true. 
Builder’s profit is merely the equity the builder creates by building 
the project, by managing and supervising the construction without 
charging a general contractor’s fee, and by taking the entrepreneurial 
risks. He can receive this profit only from the earnings of the project. 
In fact, even with a full 10-percent allowance for builder’s profit, 
the builder still must have cash in the project equal to roughly 3 
percent of the cost of the project. When this allowance is reduced 
to 5 percent, the builder must have cash in the project equal to 6 per- 
cent of the cost of the project. The amount of the allowance for 
builder’s profit merely determines how much cash he has to have in; 
the lower the percent, the greater the cash. 

If the builder is required to have cash in the project equal to some 
6 percent of the cost of the project, he is not likely to be an enthusiastic 
bidder for these redevelopment projects. He will look elsewhere for 
more attractive ventures. He will build luxury rental housings, sales 
housing, motels, hotels, shopping centers, etc. He will be attracted to 
these ventures for the opportunity of return will be considerably 
greater. He will be discouraged from undertaking redevelopment 
projects, for his cash as well as his profit must be paid from the 
sarnings of the projects. It will take him quite a while to get his 
money out; and if he uses up his cash in this manner he will be out 
of business. 

In short, Congress with cost certification made it impossible for 
builders to mortgage out; builders under 220 must have cash in the 
project. But an overly conservative policy on allowance for builder’s 
profit means that the amount of cash required is so great that builders 
will not be willing to undertake these projects. A congressional state- 
ment on the desirability of a more liberal interpretation of this pro- 
vision would be helpful. 
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Appendix D presents an example of how the builder’s profit is 
computed and both the 5 and 10 percent. 

As I said earlier, Mr. Searles, who is president of our redevelop- 
ment section, will be glad to answer any questions on the urban 
renewal program or section 220, and I would like to take this op- 
portunity, again, Mr. Chairman, to thank you and the members of 
this committee for allowing the National Association of Housing and 
Redevelopment Officials to present this testimony to you. 

The Carman. We are glad to have your views, Mr. Mills. 

Mr. Brown. 

Mr. Brown. Mr. Mills, we are indeed fortunate to have, as a mem- 
ber of this committee, the distinguished Member of Congress, Mr. 
Rains, from your district. 

Mr. Muxs. Thank you, Congressman Brown. 

Mr. Brown. He is one of the ablest Members in the House. 

Mr. Rats. Thank you, Mr. Brown. 

I note, Mr. Mills, that attached to your statement you have some 
appendixes. Would you like to have those included in the record 
following your testimony ? 

Mr. Mus. I would, sir. I hope they will be admitted to the record 
as part of my testimony. 

The Cuatrrman. That may be done. 

(The material referred to is as follows :) 


APPENDIX A 


A RESOLUTION RECOMMENDING RELINQUISHMENT OF FARM LABOR CENTERS TO 
LocaL Houstinc AUTHORITIES BY PAcIFIC SOUTHWEST REGIONAL COUNCIL, 
NATIONAL ASSOCIATION OF HOUSING AND REDEVELOPMENT OFFICIALS 


Whereas there exists a continued need for farm labor centers for the housing 
of migrant and permanent agricultural labor ; and 

Whereas these labor centers are leased under a 20-year purchase and sale con- 
tract between the Public Housing Administration and local housing authorities ; 
and 

Whereas it is the local housing authorities’ responsibility to underwrite any 
and all deficits, but must submit all net proceeds to the Public Housing Adminis- 
tration; and 

Whereas local housing authorities are prohibited by law to rehabilitate and 
change the designation of shelter units by replacement, such as replacing tent 
platforms and the like with adequate shelter units, so as to make them reason- 
ably habitable for human occupancy : Now, therefore, be is 

Resolved by the Pacific Southwest Regional Council of the National Associa- 
tion of Housing and Redevelopment Officials That the Congress of the United 
States of America be petitioned to consider relinquishment of farm labor centers 
to local housing authorities now operating farm labor centers, or who con- 
template taking over the operation of farm labor centers, thereby insuring a 
realistic operation, with a view to the agricultural interests of this country, and 
for habitable units for migrant and permanent farm labor; and be it further 

Resolved, That the Congress of the United States give serious consideration to 
H. R. 4211 introduced by Congressman John E. Moss of California. 
A This resolution was unanimously adopted by the Pacific Southwest Regional 
Council of the National Association of Housing and Redevelopment Officials in 
regular session assembled on May 10, 1955, during the annual regional conference 
held at Hoberg’s, Lake County, Calif. 


APPENDIX B 
URBAN RENEWAL AMENDMENTS 


. 1. Section 102 (d) of the Housing Act of 1949, as amended, is hereby amended 
y Inserting between the words “for” and “surveys”: “studies and surveys of 


63137—55——21 





314 HOUSING AMENDMENTS OF 1955 


neighborhood areas, including portions thereof, to delineate project areas and to 
support their eligibility for Federal aid and for.” 

2. Section 110 (c) of the Housing Act of 1949, as amended, is hereby amended 
by inserting after the word “include” in the first sentence, the words: “studies 
and surveys of neighborhood areas, including portions thereof, to delineate proj- 
ect areas and to support their eligibility for Federal aid and”’. 

3. Section 110 (b) (2) of the Housing Act of 1949, as amended, is hereby 
amended by striking “such land acquisition, demolition, and removal of struc- 
tures, redevelopment, improv ements, and rehabilitation as may be” and inserting : 

“generally the renewal activities”. 

4. Section 110 (c) of the Housing Act of 1949, as amended, is hereby amended 
by inserting after the word “improvements” and before the semicolon in clause 
(2) of the second sentence of this subsection: ‘and the provision of technical 
assistance to owners and tenants for repairs and rehabilitation of buildings or 
other improvements”’. 

5. Section 110 (c) of the Housing Act of 1949, as amended, is hereby amended 
by striking the word “voluntary” in clause (1) of the third sentence of this sub- 
section and by inserting after the words “urban renewal plan” and before the 
semicolon in clause (1) of the sentence of this subsection: “including the pro- 
vision of technical assistance to owners and tenants for such repairs and 
rehabilitation”. 

APPENDIX C 


AMENDMENTS AFFECTING 220 


Section 220 (d) (3) (B) (ii) of the National Housing Act, as amended, is 
hereby amended by inserting “replacement cost” for “value” wherever it appears 
in this section and by striking “land, the proposed physical improvements, util- 
ities within the boundaries of the property or project, architect’s fees, taxes, and 
interest during construction, and other miscellaneous charges incident to con- 
struction and approved by the Commissioner” and inserting “items of cost and 
expenses set forth in section 227 (c)”. 


APPENDIX D 


The reason the builder must leave some cash in the project even if he were 
allowed the full 10 percent builder's profit is due to the base from which the 
profit is calculated. The base includes just the cost of building the project; it 
does not include the cost of the land, the architect’s fee, carrying charges, etc. 
Here is an —* 


10 percent 5 percent 





$100, 000 $100, 000 
C aa of construction - 850, 000 | 850, 000 
Carry ing charges (legal, organizational, taxes, interest, FHA fees, etc.) - ine 85, 000 85, 000 
Builder’s profit (percent of construction cost) -_........--....--.------.---- : 85, 000 | 42, 500 
Architect’s fee (2 percent of construction cost) _.--...........----------- ae 17, 000 | 17, 000 


Total ‘ ef 137, 000 | A, 094, 500 
Mortgage amount (90 percent of hotel) 1, 023, 300 | “985, 050 
ee Ce I Oe I ag ncaa detncte ener desuneaonetcuseciieceicn ak 1, 052, 000 | 1, 052, 000 

I MN I ohn gpl ln criennddntinnn emmbperpegepmnanekye | 28, 700 66, 950 

Percent of cost of project - 6.1 
| 








Mr. Rarns. First of all, I want to tell you, Mr, Mills, that you have 
given a very informative ‘statement. In fact, you mention some mat- 
ters in this Repeanest that I had never heard about before. 

For instance, I did not know that the Federal Government still 
operates those migrant housing centers. I was under the impression 
that they were operated by the local housing authorities. Is that 
correct ‘ 

Mr. Mus. They are operated by the local housing authorities on 

a 20-year deal, where all of the net operating income is returned to the 
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PHA for a period of 20 years. Any operating deficit must be made 
up by the local community. _ 

Mr. Rains. But no rehabilitation is allowed ? 

Mr. Mitis. No improvements, no replacements, no rehabilitation is 
allowed under that supervision, and my recommendation, that is the 
recommendation of our association, Mr. Congressman, is that immedi- 
ate relinquishment of those centers be made to the local communities 
so that they can take the operating income and rehabilitate those 
centers and make them really habitable. 

Mr. Rarns. I know also that you have placed great emphasis in 
your testimony on the local angle of the operation of the housing 
authorities. It has always been my feeling that the people generally, 
are under the impression—and I think the agency does too much to 

‘arry out that impression—that housing authorities are operated al- 
together by the Federal Government. As I understand your state- 
ment, you think there should be more local controls, less Federal 
controls; is that correct ? 

Mr. Mis. Definitely so. We have been greatly alarmed, Mr. Rains, 
by the inroads on local responsibility that have been made in the 
administration of these programs. It is becoming more and more 
where all of the local authority, the responsibility, the responsibility of 
the local citizens to make determinations in their program, is being 
taken away from them, and rather some Federal officials making those 
decisions. 

Mr. Rarns. One other thing that you and your organization would 
like to see incorporated in this bill is some reference to the local hous- 
ing authorities once the bonds are paid off. 

Did I understand you correctly when you said that under the pres- 
ent law, even though all the bonds had been paid off and there was no 
Federal contribution of any kind to be made, that the Federal Gov- 
ernment would still have control ? 

Mr. Miuis. Yes, sir; that is true under the Federal Housing Act of 
1954. The residual receipts, after operating cost and reasonable re- 
serves are established, that any residual receipts be divided between 
the Federal Government and the local agency, and that that be con- 
tinued until all of that has been paid back which extends control for 
another 40 or 50 years. 

Mr. Rains. Do you have any figures as to the payment record of 
the various local housing authorities on their bonds in this country ? 

Mr. Mitts. I do not, Congressman, but I am sure that I can get that 
information for you. 

Mr. Ratns. I see that you have quite a long statement here about 
housing for the aged. I am going to defer to my esteemed colleague 
on the right, Mr. O’Hara of Illinois, who seems to be the champion 
of housing for the aged, since he has introduced a great number of 
bills on the subject. 

Mr. Brown. Will you yield to me for a moment ? 

Mr. Rarns. I yield. 

Mr. Brown. I notice you are advocating planning advances. 

_ Mr. Mitts. Yes, sir; what I mean to say is that the present applica- 
tion of advances for planning. is being interpreted in such a way as 
this: Let us take, for example, the city of Washington. If you were 
to take this northeast section and say that there is an area for re- 
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habilitation—the reason I picked that is because Mr. Searles is regional 
director here. If you were to define a large area and say that that 
needs work, under this program, they want you to define it block by 
block, and by house number, which one you are going to rehabilitate, 
which ones are going to be torn down, and everything else. In other 
words, they want you to perform 90 percent of the job before you get 
any advances. 

What we are asking is that this present legislation be worded in 
such a manner that the HHFA and its urban renewal administration 
will know that the advances for planning were meant to be just that, 
that the money should be advanced to the cities so they can make a 
detailel study, and not put the horse behind the cart, but up in front 
where it should be. 

Mr. Brown. You have to plan before you get your advance? 

Mr. Mus. That is right, sir. 

The Cuatrman. Mr. Mills, as I understand it, you believe there 
could be no effective urban renewal program or slum clearance pro- 
gram without being accompanied by low rent public housing ? 

Mr. Mitts. I think that is true, Mr. Chairman. I think it would 
be impossible to carry on such a program. 

The CuHarrmMan. You must have some place to rehouse the people 
who have been dispossessed ¢ 

Mr. Mitts. That is right, sir. 

The Cuarrman. Mr. Betts. 

Mr. Berrts. I have no questions. 

The CuarrMan. Mr. O'Hara? 

Mr. O’Hara. Mr. Mills, I have been very much interested in your 
statement. I want to congratulate you on it. I feel it is a happy cir- 
cumstance that your great Congressman is the anticipated chairman 
of a subcommittee of this committee that will go into an exhaustive 
examination of the housing problem in the United States. 

I am reaching out to get some reflected credit for the district that I 
represent. You come from Congressman Rains’ district. The great 
organization of which you are president is housed in the district that 
I have the honor to represent in Chicago. 

Mr. Mus. That is right. 

Mr. O’Hara. Mr. Mills, of course you are familiar with the bills 
that have been introduced in this committee with regard to the hous- 
ing for the aged ? 

Mr. Mus. Yes, sir. 

Mr. O’Hara. Have you read the bill that many of us in this com- 
mittee jointly are sponsoring ? 

Mr. Mus. I have read parts of it, Congressman. I haven’t had the 
opportunity to study it in detail as I would like to. It just happened 
it was introduced while I was attending these regional conferences 
and I haven’t been able to study it thoroughly. I know it is a good 
bill, and provides housing at the local level that is very badly needed. 
I am delighted to see that you have approached this problem in the 
manner that you have. 

Mr. O’Hara. I can assure you, Mr. Mills, that at least 10 or 11 or 12 
members of this committee are very deeply interested in the subject of 
providing housing for the aged. We have no pride of authorship. 
We have prepared this bill and are receptive to suggestions for its 
improvement. 
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What is your thought as to the best approach to get, as immediately 
as possible, and as effectively as possible, legislation providing for 
housing for the aged ¢ 

Mr. Mitis. Congressman, we have testified in our prepared state- 
ment, submitted to your committee, that we feel there is a tremendous 
need, there is a great need for this program of housing for the senior 
citizen. Oftentimes he has been neglected, particularly the single 
person. 

I think that New York State, as you know, as I have testified here, 
has reserved 6 percent of its program—that is of the new construc- 
tion. We have testified that at least 6 percent of our present units 
be made available to housing the aged, and that on all new construc- 
tion, in some communities, that would be wholly inadequate. I think 
it would take a great deal more, and it is possible that the 6 percent 
figure that we have agreed to in our testimony could be eaten up very 
quickly in large urban places, like your home town of Chicago, sir, and 
in New York, where you have these great problems. 

I am afraid we are being just a little shy, being a little timid, if you 
don’t mind, sir. Maybe we have been beaten over the head so much 
that we are getting a little timid on that. 

Mr. O’Hara. I have found, Mr. Mills, a very heartening response 
from all over the country to our proposal for public housing for the 
aged. And much of this favorable response has come from sources 
that heretofore did not look on public housing too favorably, because 
the very term “public housing” suggested to them a disagreeable 
situation. 

In the district that I represent—that includes Hyde Park in Chi- 
cago—many aged people are living with their children. 

Mr. Mitts. Yes, sir. 

Mr. O’Hara. Their quarters are cramped. They would like to have 
an independence in their life which under the present conditions they 
cannot have, because no matter how great is the affection in a family 
there is a large gulf of years and interests between grandparents and 
grandchildren. 

Mr. Mitts. That is true, sir. 

Mr. O’Hara. They want a greater independence in their declining 
years. They want a broadening life. They don’t want to leave the 
localities where they have lived, where their families are continuing 
to live, and where their friends remain. 

So when I suggest how would you receive a public housing project 
exclusively for these senior citizens, where your father and mother 
can live independently in the same community where you live, they 
accept the suggestion with enthusiasm. 

Mr. Mitts. Surely. 

Mr. O’Hara. And where there has been any feeling against public 
housing, that disappears. 

Mr. Mitts. Yes, sir. 

Mr. O'Hara. At the present time I am most hopeful that there will 
result from the investigation of the subcommittee of this committee, 
which I expect to be headed by your distinguished Congressman, legis- 
lation in the next Congress that will more effectively reach the problem. 
_ But at the present time you think that that which has been suggested 
in the other body, providing for a certain percentage of public hous- 
ing for the aged, would be some remedy ¢ 
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Mr. Mixuis. Congressman, we recommended that with the under- 
standing that during this period, while this present legislation is being 
considered, it would help some, so that studies could be made, so that 
we could begin to approach the problem, and as you have suggested, 
in view of our experience during the next year, and while your subcom- 
mittee on housing makes its investigation, I think we can develop bet- 
ter tools and better legislation, and we would be very happy to work 
with you on making those studies. 

We will certainly provide the experience of the thousands of hous- 
ing authorities throughout the United States to you and to that sub- 
c ommittee, so that you can prepare legislation for next year. 

But we think in this first year, if we could just begin to get our foot 
in the door, and to open it up for the aged persons, that would be 
accomplishing a great deal. 

Mr. O’Hara. Thank you very much, Mr. Mills. It has been a great 
privilege to listen to you. 

Just in closing, I was interested in your statement that you had a 
table showing the builders’ profit. Are you including that in the 
record! | 

Mr. Miutzs. Yes, sir; I have asked that that be included in the record. 

Mr. O’Hara. Thank you very much. I am very much interested 
in it. 

Mr. Mitus. Thank you, sir. 

I would like to say one thing to you, sir: That, of course, our state- 
ment today with regard to the housing for the aged doesn’t come close 
to meeting the problem. There is a great, great problem, and all we 
are asking is to begin to study and to house some of them who are in 
very great need right now, and that as time goes on we can begin to 
meet the actual need. 

Mr. O’Hara. Are you familiar with what they have been doing in 
Denver ? 

Mr. Mitts. No, sir; I am not. 

Mr. O’Hara. A very interesting development. It started, I think, 
with one of the churches. Then they solicited cooperation of the civic 
organizations generally, then of the business organizations, and then of 
the bankers, and as I understand it—and my information is not com- 
plete—from this arousing of a public interest and the development 
of a general community cooperation, housing is in prospect for aged 
persons, speci ially built and located, and at amazingly low rentals. 
It is a very interesting example of how the great desire on the part of 
the public to provide housing for the aged reaches into all quarters 
and results in cooperation which brings results. 

Mr. Mitis. I would want to look into that. I think it is wonderful. 
Any step to help those people is a wonderful step, and I am delighted 
to know they are doing that in Denver, and I hope to read up on it. 

Mr. O'Hara. Th: ink you. 

The Cuatrman. Dr. Talle. 

Mr. Tatue. No questions. 

The Cuarman. Mr. Patman? 

Mr. Parman. No questions, Mr. Chairman. 

The Cuatrman. Mr. Ashley? 

Mr. Asniry. Mr. Mills, I would like to join in the remarks which 
have been made. I think your statement is a particularly excellent 
one. Certainly it provides us with a wealth of information which is 
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not readily accessible from other sources, and I would also like to com- 
ment that while the language is often technical and detailed, and the 
statement certainly reflects your cognizant of the present human situ- 
ation, which all of us are so concerned with—and I think it is a com- 
bination of the technical information and that understanding which 
your statement reflects, which makes it a truly excellent instrument. 
~ Mr. Muxzs. Thank you, sir. 

Mr. Asuuey. I share the concern of the various members of this 
committee, and certainly Mr. O’Hara, as to the problem with our aged, 
and specifically our problem of housing for the aged. 

I take it from your response to his inquiries that your suggestion 
that 6 percent of public housing be reserved for the aged is made 44 8 
on the basis of the proposed legislation, that is legislation which is be- 
ing considered now; is that right ? 

Mr. Mus. That is right. And the 6 percent represented the cri- 
terion established in New York, that they were working toward, and 
while I said that I didn’t think it would be adequate it would certainly 
be a start, and in view of our experience during the next year we could 
come before your committee with more experience under our belt and 
could talk to you more intelligently about it. 

Mr. Asuiry. I wonder if you have any thoughts as to whether the 
need, which will, in view of the longevity of our American citizenry, 
increase, I wonder if you think this need can be met by simply expand- 
ing this percentage figure, or whether you intend to share Mr. O’Hara’s 
view that perhaps special treatment is necessary ? 

Mr. Muits. I do share Mr. O’Hara’s view, Congressman Ashley. I 
don’t think that the whole need can be met in a public housing program. 
I say that part of the need can be met, and will have to be met, because 
of the ability of the aged to pay and economic rent. 

I think that a great many of them can be serviced by the type of 
project that he has just pointed out, in Denver. I think the needs of 
others will be met by cooperative housing, probably. 

Certainly within the framework of the public housing program I 
think we should start out with, not an adequate program, but a mini- 
mum program, to get experience, sir. 

Mr. Asutey. I think that makes eminently good sense. There was 
one question relating to Senate bill 1800. You stated— 

In that act it will be recalled no public housing could be authorized except 
in communities where a federally-aided title I redevelopment project was being 
carried out. That limitation has been liberalized by permitting: One, public 
housing in communities without such projects in process; but second, requiring 
that the workable program requirement of the 1954 Housing Act be met. 

Mr. Mitts. Yes, sir. 

Mr. Asniry. It is with reference to (2) that I have this question, 
and it is also based on a number of conversations which I have had 
with the members of your organization. 

It seems to me, on the basis of the information that is available to 
me, that the workable program might be a good thing to retain. In 
other words, I understand that your criticism is directed to the fact 
that oftentimes a considerable period of time elapses in the formuliza- 
tion of a workable plan. 

Mr. Mints. That is right. 

Mr. Asnrry. I think that that is regrettable, but there are certain 
criteria in the workable plan without which, it seems to me, redevelop- 
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ment would be carried out in a somewhat ineffective and inefficient 
manner. 

Mr. Muus. That is right. 

Mr. Asuxey. For example, and specifically, let us take a community 
which does not have a building code. Would you suggest that rede- 
velopment funds be made available to such a community where there 
is no such code, and, therefore, there can be no enforcement of the 
code ? 

Mr. Miris. Congressman, I think I speak there of public housing, 
sir, and not of a program of redevelopment, on page 2 of my statement. 

You see, the present limitations on the act are that you must have a 
workable program, but also under the 1954 act it is always that unless 
you have a title I program in operation, public housing can only be 
built in direct proportion to the number of persons displaced by this 
title I action. 

Mr. Asutey. That is right. 

Mr. Mitts. Now, the act that you are presently considering, which 
is your H. R. 5827, you are liberalizing that, in that you are saying 
if the workable program part is retained then these people are going 
to be dispossessed by any public action as well as slum clearance, then 
we can go on with the project. 

What we are asking you to give consideration to here is that time 
lag. It may take 2 years to get the workable program going, and in 
operation. Then it takes 2 additional years to build the project. So 
actually, then, after you have got your workable program, maybe the 
public action is already taking effect, maybe it will be a highway con- 
struction job, and you have the need for this housing right now. You 
don’t have it 4 years from then. What we are saying, sir, is that some 
authority should be granted to go on and start the planning of a low- 
rent public housing program to cover the anticipated need by this lo- 
cal action, whether it be a slum clearance project, whether it be some 
other public action, where you know that you are going to have a dis- 
placement need for low-rent housing for families of low income, that 
you be allowed to proceed with the planning, if not actual construc- 
tion of your public housing project, so that when they actually go to 
work—and we suggest some latitude be given to the Administrator, 
that they are working on this program, and that in itself is going to 
take some time. ‘ 

Mr. Asutry. That does make perfectly good sense, but would you 
agree that it would be necessary to think twice before authorizing con- 
struction with Federal funds before building codes, sanitary codes, 
and so forth, simply because of the absolute necessity of enforcement 
of those codes if you are going to have a sound redevelopment pro- 
gram ? 

Mr. Mutuzs. That is right. That is why I recommended that admin- 
istrative latitude be given to HHFA. Of course, a lot of times what 
you and I might interpret to be a workable program they have other 
criteria, so they make a workable program almost impossible to adopt. 

I think certain criteria should be written in. When these things 
have been met, then it is a workable program, and on proper certifica- 
tion by the local governing body in cooperation with other agencies 
in the locality, they are going to perform these things, that advances 
should be made so all of this planning can be brought up to line to- 
gether. Then if they have fallen down, let us hold up on the other. 
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Mr. Asuiey. Do you say that administrative discretion should be 
granted with reference to the criteria or with reference to the degree 
to which the criteria need be met ? 

Mr. Miius. Yes, sir; the latter. 

Mr. Asutry. There are seven basic criteria set at the present time. 
You would retain those ? 

Mr. Mitts, I think they are all right, sir. 

Mr. Asuury. Yes. 

Mr. Mus. Basically, I think they are all right. Of course, it is 
the little appendages in the administrative determination that make 
it impossible sometimes. 

Mr. Asuiry. And just the fact that at the present time these have 
to be met, causes the difficulty and the delay ? 

Mr. Mitts. That is right, sir, and then it is a time-consuming thing. 

Mr. Asutry. Yes, I think it is well for the record to bear out the 
detail in which you have answered that. 

That isall, Mr. Chairman. Thank you. 

The CHatrmMan. We are glad to have your views, Mr. Mills. 

Mr. Mitzs. Thank you, Mr. Chairman. Again I want to thank 
you for the opportunity to appear. 

The Cuairman. Call the next witness. 

Mr. Finx. Mr. Ira S. Robbins and Dr. Wheaton, National Housing 
Conference. 


The Cuatrman. Please identify yourself and proceed as you desire, 
Mr. Robbins. 


STATEMENT OF IRA S. ROBBINS, PRESIDENT, NATIONAL HOUSING 
CONFERENCE, INC., ACCOMPANIED BY DR. WILLIAM L. C. 
WHEATON, SECOND VICE PRESIDENT 


Mr. Ropsins. Thank you, Mr. Chairman and members of the com- 
mittee for this opportunity to express the point of view of the Na- 
tional Housing Conference on H. R. 5827 and related measures. 

My name is Ira S. Robbins. I am president of the National Housing 
Conference. For 11 years I served as a housing official of New York 
State in the administrations of both Governor Lehman and Governor 
Dewey. I am an attorney and presently am executive vice president 
of the Citizens’ Housing and Planning Council of New York City. 

The National Housing Conference, for which I am speaking today, 
is a nonprofit citizens’ organization founded 24 years ago. It is sup- 
ported by memberships and contributions. As a matter of policy, it 
does not accept memberships from official agencies of government, 
such as local housing or redevelopment authorities receiving Federal 
assistance. We have appeared before committees of the Congress for 
more than 20 years on questions of major housing policy. 

With me today is Dr. William L. C. Wheaton, professor of city 
planning at the University of Pennsylvania, and a vice president of 
the National Housing Conference. Dr. Wheaton prepared for us 
the Housing Needs Study that we presented to this committee a year 
ago. 

t would like to say that we also have in this room Mr. Edward F. 
Barry, chairman of the board of directors of the National Housing 
Conference, and the chairman of the Housing Authority of the City 
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of Memphis, and he and Dr. Wheaton will both be prepared to answer 
any questions asked by the committee members. 

The interest of the National Housing Conference runs to all phases 
of the housing program. It is our firm conviction that the present 
program does not even begin to meet the needs of low- and middle- 
income families. 

The bills which are before your committee, H. R. 5827 and others, 
contain important provisions with which we are in general agree- 
ment. It has been our privilege always to support a strong FHA 
mortgage-insurance program. The recommended increase in mort- 
gage-insurance authorization appears reasonable, and we feel that 
the continuation and extension of the program is basic to the public 
interest. 

All of us have, from time to time, objected to the abuses of the FHA 
home repair and modernization program. Assurances have been 
many that such abuses have been corrected and safeguards estab- 
lisbed against their recurrence. Certainly such loans provide one of 
the most reasonable forms for short-term financing. With proper 
safeguards for the consumer, its continuation appears to have merit. 
We agree with the administration’s proposal that the slum clear- 
ance and urban renewal program should be expanded. We recom- 
mend, however, an increase of capital grant authorization of $1 bil- 
lion, or double that proposed in H. R. 5827. Great achievements have 
already been claimed for this program. We believe that in its early 
planning stages it is beginning to take hold. 

For example, as of May 16, 21 communities had received approval 
of their workable programs by the Housing and Home Finance 
Agency. The fact is being established in these communities that the 
urban renewal program cannot be a self-contained operation but its 
success is totally dependent upon the provision of homes for families 
displaced through slum clearance, urban renewal, code enforcement, 
or for some other public purpose. That fact is important to bear in 
mind. It has been pointed out, again and again, by every public- 
interest group since the redevelopment program was conceived. Those 
who administer the act are becoming convinced that they are dealing 
primarly with people, and the fact is becoming understood that dis- 
placed human beings must be provided for before physical properties 
can be torn down. We have always advocated this program. We 
want it to progress, and it will if the Congress provides essential 
housing aids to help roduce standard shelter for low- and middle- 
income families. 

Provisions in H. R. 5827 concerning low-rent public housing we 
believe to be totally inadequate, although the recommended perfecting 
amendments represent a hesitant step in the right direction. The 
amendments may at least unshackle the 35,000 units of low-rent 
public housing recommended for each of 2 years so that they may 
actually be built to rehouse displaced families of low income. They 
are not sufficient to encourage, or to make possible, the kind of a slum 
clearance and urban renewal program that will accomplish substan- 
tive inroads on the rehabilitation of our decaying cities. The amend- 
ments would continue to discriminate against the millions of fami- 
lies living under intolerable conditions, but whose present shelter 
will not be eliminated through slum clearance, highway construction, 
or for some other public purpose. 
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In that regard, Mr. Chairman, may I point out that in my own 
community of New York City we are faced today with a displace- 
ment of 67,000 families within the next 3 years by reason of the pro- 
posed acquisition of property for public purposes, including public 
housing, demolition under title I, roads, hospitals, etc. That startling 
fact has no reference to the thousands of families that would be dis- 
placed if the city really enforced its housing codes, and adopted a 
substantial program of rehabilitation. That is but one American city, 
one that is probably able to do more on its own account to help meet 
this vital problem than any other, but which is still unable to do a 
total, workmanlike job over a reasonable period of years unless there 
is increased Federal assistance. 

In those communities that are getting their “workable programs” 
under the 1954 Housing Act formalized, the limited number of low- 
income families that will be rehoused in public low-rent housing are 
the fortunate few. Nothing of substance is on the horizon for at least 
half of the families to be displaced whose incomes are sufficiently high 
to disqualify them for low-rent public housing, but too low to be able 
to afford standard housing provided through normal channels of 
private enterprise. Housing to be provided for families of middle 
income by sections 220 and 221 of the 1954 act is not materializing. 
Those programs are not getting off the ground. 

In the District of Columbia, within the limitations of the Rouse- 
Keith Workable Program Report, which you doubtless have seen, we 
are faced with the problem of some 20,000 families being dispossessed 
through the slum clearance, renewal, and rehabilitation that is con- 
templated. Experience has shown that at least half of those families 
will have such low incomes that they cannot hope to secure decent 
housing supplied through normal housing channels, even if a work- 
able middle-income housing program is somehow devised. They will 
require public housing. 

Xecommendations in the Rouse-Keith Report are predicated on the 
fact that the National Capital Housing Authority has a tentative 
allocation of 1,500 low-rent public housing units, and by adding units 
vacated through normal turnover in existing public housing projects 
it will be possible for the urban renewal program to get started. 
Unless, however, there is a widely expanded public housing program, 
it cannot go far. 

Mr. Chraiman, may I attempt to outline for you the kind of a 
program that we believe is essential if the problem of housing, slum 
clearance, and urban renewal is to be conquered within the next several 
decades. If I am reptitious, it is because we believe that housing facts 
must be repeated again and again until our national housing policies 
are tailored to meet them. 

The program we suggest is geared to tackle the housing needs of 
the American people. Our best information, and it is drawn largely 
from facts compiled by the United States Census, indicates that there 
are at least 15 million substandard homes in this country. More than 
10 million are located in urban communities. Probably 5 million are 
subject to rehabilitation and 10 million must go. It appears that this 
year we will build 1,400,000 new units, which is approximately enough 
to keep abreast of new household formations, and to meet the needs of 
additional smaller families presently lacking their own homes, and to 
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establish a sound vacancy ratio of approximately 4 percent. There 
is no provision whatever for the replacement of presently substandard 
dwellings of the annual losses that occur each year or for the constant 
deterioration of additional dwellings. If we continue at our present 
‘ate of construction we will reach the year 1970 still occupying some 
14 million substandard dwelling units. Every responsible estimate 
as to the number of homes that should be constructed each year if 
housing needs are to be brought under control in the next 20 years 
starts with a minimum of 2 million homes a year. 

We suggest that no domestic problem is more acute than that of our 
disgraceful housing plant. We suggest that its solution is vital to 
our economic and social strength. We believe that the challenge of a 
well-housed America can be met forthrightly and honestly. A great 
step in that direction was taken with the passage of the Housing Act 
of 1949, a measure that was never permitted to operate. Our first 
suggestion would be that we return to the principles so eloquently 
and simply expressed in the statement of policy of that act, and then 
reforge the tools and make them work. And this is our positive 
program. 

1. Department of Housing and urban affairs: We most respect- 
fully recommend that there be established a Department of Housing 
and Urban Affairs headed by a Secretary, appointed by the President 
with the advice and consent of the Senate, and that the functions, per- 
sonnel, records, and assets of the Housing and Home Finance Agency 
be transferred to the Department of Housing and Urban Affairs. 

The Housing and Home Finance Agency contains the remaining 
functions of the National Housing Agency, the Federal Works Agency, 
and the Federal Loan Agency. The scope of its operations exceed that 
of many departments of the Federal Government, and they are not less 
permanent than those of some departments. Its functions exercise a 
decisive influence upon urban redevelopment, slum clearance, housing, 
metropolitan planning, and advance planning of local public works. 
It is deeply involved in relationships with local city and county govern- 
ments at many points. Unlike many who would destroy the Housing 
and Home Finance Agency for what they believe will be to their own 
personal or business advantage, we recommend that the agency be 
strengthened in the public interest. 

2. Low- and middle-income housing aids: A. Low-rent public hous- 
ing. Estimates of housing needs indicate that we should build 500,000 
homes a year for low-income families to make reasonable progress 
toward the elimination of substandard housing. While we recognize 
that it is presently impossible to launch a housing program for these 
families that will be commensurate with the need, it is imperative that 
there be an immediate expansion of the existing program. 

As a minimum we suggest: 

(1) That limitations of recent years be repealed and that the Hous- 
ing Act of 1949 be made operative. There remain nearly 600,000 
units authorized, but not allocated under that act. By returning to its 
provisions, the President would be granted authority to have started 
up to 200,000 units of public housing a year until the original 810,000 
units authorization is exhausted. 

(2) The Federal requirement of a 20-percent gap between rents 
charged in public housing and of housing provided in adequate supply 
by private industry, should be repealed. This provision unjustly 
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contains a no man’s land for a large segment of our people. Public 
housing should be permitted to extend up to but not beyond the point 
where private enterprise is providing standard homes. If a gap is to 
exist it should be an issue for local determination. 

(3) At the discretion of local housing authorities, overincome fami- 
lies should be allowed to remain in low-rent public housing when there 
is no proper housing available elsewhere in the locality within their 
means, and provided they pay a minimum of 20 percent of their income 
for rent. 

(4) Local housing authorities should have the right to determine 
project size, dwelling types, project densities and design, within basic 
space and construction standards established in the first instance by 
the Public Housing Administration. ; 

(5) Single aged persons, 60 or 65, should be admitted to public 
housing, and eligibility restrictions such as veterans’ preference and 
substandard housing requirements should be waived in their case as 
well as that of aged couples. They should, of course, qualify by meet- 
ing low-income requirements. It is suggested that up to 10 percent 
of the units allocated to local housing authorities be earmarked and 
designed for this group. Individual allocations would be based on a 
finding of local need. 

I would like to call the attention of the committee to the fact that 
this next statement is a somewhat novel one, and has not been presented 
to Congress in past years. 

(6) Local housing authorities should be authorized to contract for 
the purchase of homes built as part of private housing developments 
where such homes are inspected by a Federal agency during construc- 
tion; are built by labor employed at prevailing wages, and meet at 
least PHA minimum standards. Where an authority proposes to 
purchase such homes it must publicly certify that they will provide 
housing as sound in location, construction, and community facilities 
and at no greater cost than could be built by the authority itself, and 
that the authority has examined all comparable proposals by private 
builders in the area and found that the homes proposed to be purchased 
are the best available at the price, taking into consideration design, 
construction, location, and community facilities, and that such certifi- 
cation shall be publicly advertised in the community involved. When 
an authority has met these requirements, the Commissioner is author- 
ized to waive the requirements for public bidding and approval of 
major construction contracts. 

(7) Restrictions imposed on public housing confining its use to relo- 
cation housing as adopted in the Housing Act of 1954 and as perpetu- 
ated in the proposed amendments for 1955, should be repealed. 

_(8) Local communities are discovering that the so-called self-liq- 
uidation amendments for public housing adopted in the Housing Act 
of 1954, are in some instances in conflict with State statutes. You will 
recall that the 1954 act provided that after public-housing projects 
have been amortized at the end of 40 or 60 years, project revenues 
should continue to be paid to the Federal and local governments in 
proportion to their contributions until all public contributions are 
repaid. By including such requirements in Joan and annual contribu- 
tions contracts, some local authorities are being advised by local coun- 
sel not to sign because they would be in violation of State law. This 
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whole question should be reviewed and we recommend that the pro- 
viso be repealed. 

B. Middle-income housing: Mr. Chairman, it is our firm belief that 
there does not exist today an effective program to assist families of 
middle income to secure standard shelter. By middle income, we are 
talking of families with incomes too high for admission to low-rent 
public housing, and too low to purchase or rent even the most modest 
privately produced homes. For the purpose of this discussion, the 
term “middle income” refers in high construction cost areas to larger 
families, 3 or more children, with incomes from $3,000 to $4,600, and 
smaller families with incomes from $2,700 to $4,100. In average-cost 
areas, middle income refers to larger families having income of from 
$2,750 to $4,400 and smaller families $2,400 to $3,900. In low-cost 
areas, middle income refers to larger families having incomes of from 
$2,300 to $3,600 and the smaller families have incomes of $2,100 to 
$3,200. They are-regularly employed average American families who 
need only credit assistance from their Government to buy or rent 
new homes. 

The policy committee of the National Housing Conference and the 
boar dof directors have approved a suggested program in this area, 
the outline of which I ask to have incorporated with my remarks. 

That is attachment No. 1. 

Briefly, may I say that we would return to the principle of the 
Housing bill of 1950 which failed of passage by the Congress. 

We urge that a mortgage bank for cooperative and middle income 
housing be established within the framework of the proposed Depart- 
ment of Housing and Urban Affairs. The bank would be authorized 
to make loans to housing cooperatives for 40 years, with the interest 
rate at the cost of money to the Government, plus one-half percent. 
They include loans up to 95 percent of the cost of construction with 
requirements that cooperatives purchase shares in the cooperative 
bank as added security for the loan. The bank should be authorized 
to make loans to private nonprofit legal entities on similar terms where 
such corporations agree to provide housing for families of moderate 
income and give preference to families displaced by public action, to 
families living in substandard housing and to families living in over- 
crowded housing. There would be preference to veterans in each cate- 

ory. 
. We recommended also that the bank should be authorized to make 
similar loans on 40-year terms at an interest rate of the cost of money 
to the Government, plus one-half percent to individual purchasers of 
homes, subject to very specific conditions which are outlined in the 
attached statement. 

We are convinced that only through strong, direct Federal credit 
assistance of this kind can inroads be made on meeting the needs of 
our forgotten middle-income families. It is well to recall, Mr. Chair- 
man, that approximately 60 percent of America’s families cannot 
afford to buy or rent the homes that are currently being produced. 
Let me present just a few facts concerning the price structure of to- 
day’s homes. 

The most authoritative recent source on this point is a study made 
by the United States Bureau of Labor Statistics on the characteristics 
of new housing in the first quarter of 1954. This showed that only 6 
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percent of units in metropolitan areas sold for $7,000 or less, and only 
19 percent sold for $10,000 or less. Three-quarters of the homes selling 
for $7,000 or under had 2 bedrooms or less, and averaged only 718 
square feet. Ninety-nine and eight-tenths percent of the under $7,000 
dwellings in the Northeast had 2 bedrooms or less; in the North 
Central area, 53 percent of these units had 2 bedrooms or less. Sixty- 
two percent of all nonfarm homes in the United States selling for under 
$10,000 had 2 or less bedrooms. The average sales price of all dwell- 
ings was $12,300, with a high of $18,800 in the Northeast and $10,800 
in the South. 

The average floor area for all new nonfarm 1-family houses was 
1,140 square feet, indieating that the 1954 house is 5 percent larger on 
the average than houses built in 1951. N evertheless, the median 
square footage of all homes built costing under $10,000 was only 827 
square feet. It is obvious that the limited amount of low-cost housing 
being constructed is low cost because it is too small for family use. 

3. Metropolitan planning and market analysis: The functions of 
the Federal Government in housing have now become so extensive and 
interrelated that they can no longer be performed safely without care- 
ful analysis and planning on a coordinated basis. Public and private 
housing. FHA insurance, private insured and uninsured mortgage 
lending, VA loan guaranties, deposit insurance, slum clearance, urban 
renewal, rehabilitation and enforcement and local public works, are 
all related in local communities. The head of the housing agency must 
be responsible for the coordination of Federal activities, and local 
governments must have some single point of contact to supply coordi- 
nation and information concerning these programs. Although 
Federal programs operate on a metropolitan basis, there is no single 
local metropolitan planning agency or government which can coordi- 
nate these programs locally. 

We recommend, therefore, that the Secretary of Housing and Urban 
Affairs establish an Office of Coordination in each metropolitan dis- 
trict. The director of that office should be responsible for the analysis 
of housing markets, housing needs, mortgage security, and mortgage 
markets and trends in urban growth and deterioration in each metro- 
politan area. 

The director should recommend to the Secretary such policies or 
allocations of funds as are shown by the market reports to be nec- 

ssary for the orderly and sound development of the community. He 
should encourage the establishment, pursuant to State law and local 
ordinance, of local agencies for metropolitan planning. For this pur- 
pose the director should be authorized to make matching grants for 
metropolitan planning from funds available to the Secretary for such 
purpose. He should be required to reduce the maximum mortgage 
insurance ratios, the maximum grants available for public-works 
planning or for urban renewal, and the maximum loans available for 
public housing by 1 percent in each year for each local government 
which has not become a part of some official metropolitan planning 
or development agency authorized to carry on metropolitan planning 
functions. Upon the establishment of such agencies, any such loan 
or grant ratios could then be readjusted to the normal legal ratios or 
amounts. 

The director should appoint an advisory committee, a majority of 
whom should be chosen from among local elected officials and in pro- 

p 
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portion to the population of their election districts or jurisdictions, 
but consisting of not more than 15 persons.’ The major of the central 
city of the metropolitan area or the chairman of the county township 
or parish commissioners of the largest county township or parish in 
the metropolitan area, should be appointed chairman of the committee. 
The governor of the State or States within which the metropolitan 
area lies should appoint one representative each on such committee. 
The director should be required to present to the committee for its 
review and comment any proposed policy affecting the distribution of 
Federal aids for housing or local public works. 

On the establishment of any official metropolitan planning agency, 
the director should be required to present any proposed policy to the 
governing board of such agency for its review and comment prior to 
the adoption of such policy. ' 

4. Aids to local public works: The provision of an eventual $48 
million revolving funds of planned public works as provided in H, R. 
5827 seems to us a step in the right direction. The need for advanced 
planning of public works necessary to support housing and community 
avedopeienit has long been recognized nationally and locally. The 
present program of advance planning is obviously much too small. 
Experience has shown that public-works projects cannot be put into 
action in a short period of time. The average time between enactment 
and employment on the site has been approximately 3 years. This 
period could be considerably reduced, and substantial savings to local 
governments could be achieved by the following recommendations: 

(a) The authorization and appropriation of loans to local agencies 
for advance planning should be increased by $20 million in the first 
year and by such an additional amount as is necessary in each suc- 
ceeding year until the total planned program consists of $20 billion 
in local public-works projects or programs at the end of a 5-year 
period. 

(6) The Secretary of Housing should be authorized to guarantee 
the bonds of local public agencies used for the acquisition of sites for 
local community facilities well in advance of actual need. For this 
purpose, it is recommended that the Secretary may guarantee up to $1 
billion in local bonds. 

(c) The existing program of loans to communities for local public 
works such as sewer and waterworks should be increased to $1 billion. 

(d) We recommend that there be authorized and appropriated $1 
billion per year for a 10-year period for scholarships for graduate 
training of professional city planning and housing technicians. 

5. Slum clearance, urban development, and renewal: The program 
of urban redevelopment authorized by the Housing Act of 1949 has, 
in our opinion, become a fully accepted, although still experimental, 
part of the programs of Federal and local governments. H. R. 5827 
would increase present authorizations. While we recognize that the 
Federal program has been modified to include rehabilitation and con- 
servation activities which have been developed by several cities, we feel 
that further and more fundamental modifications in the Federal-aid 
systems are required to meet needs which are fully recognized in many 
communities, but which have not commanded national attention vet. 
These include placing redevelopment on a continuing program rather 
than a project basis; changes in the grant-in-aid formula; authority 
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to acquire areas gradually over long periods of time; expansion of 
the program, and changes to meet the still unsolved problems of reloca- 
tion. a : 

In the interest of time, may I submit at this point our more detailed 
recommendations to be included in the record as attachment 2. 

6. Special housing problems: There are a number of special housing 
problems that should be included in any comprehensive housing legis- 
lation. 

In discussing public housing for the aging, I have made specific 
recommendations which we teliove essential. We feel also that the 
field of consumer cooperative housing offers a genuine opportunity 
to make substantial advances in adding to the supply of homes for our 
senior citizens. We urge that the tools we have recommended be made 
available to these people. 

While we recognize that in the provision of homes for the aging, 
certain elements of design should be stressed, we urge that the tools we 
have recommended be made available to these people. 

While we recognize that in the provision of homes for the aging 
certain elements of design should be stressed, we urge these citizens 
not to be segregated as a special problem to be housed in the projects 
of their own but rather that they be absorbed as part of the total 
community. That will permit them to live in normal neighborhoods 
where many kinds of employment opportunities will be open to them. 
It will permit them to continue to occupy an important place in com- 
munity life. 

We are a long way from finding an adequate solution to the hous- 
ing problems that face members of minority groups. The public 
housing program has been geared to the needs of all eligible families. 

On the other hand, it is true that in the field of private housing 
receiving benefits through Federal guaranties and other aids, minority 
families have been almost totally neglected. They are unable to secure 
either land or adequate financing on any kind of an equal basis. Very 
little regard has been given even to their minimum housing needs. 
A substantial percentage of families presently living in areas marked 
for demolition through slum clearance and urban renewal, fall within 
middle and upper income brackets. They live in slums because no 
other shelter is available to them because of their race or color. If 
the needs of those families are not met, and if the private housing 
aids made possible by our Government are not made to apply to these 
families, the redevelopment program will fail, and an unforgiveable 
injustice perpetrated. They ask for no special privilege, they ask only 
to be permitted to bargain for homes in a free market. That is an 
appeal to which our Government can no longer turn its back. 

It is recognized, Mr. Chairman, that the challenge of bringing the 
Nation’s farm housing up to standard involves many problems 
peculiar to our farm and rural economy. To accomplish a farm hous- 
ing program commensurate with that recommended for urban housing 
would require that at least 40,000 substandard farm homes be replaced 
each year. In our opinion, the most effective program devised to date 
was included in title V of the Housing Act of 1949. It is our belief 
that this program should be reactivated along the lines of the farm 
housing bill which has been introduced in this session by Senator 
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Sparkman and Representatives Albert Rains and Robert E. Jones, 
Jr. Our only suggestion would be that the size of the program be 
spelled out in definitive terms, instead of leaving the determination 
almost entirely to the whims of the Committee on Appropriations. 

We recommend also that the Federal Housing Administration be 
authorized to insure the buyer of homes against loss or replacement 
on new products or novel methods of construction. This insurance 
should be available at no cost to any 10 percent of FHA’s insurance 
volume and to any product or method approved by any recognized 
testing laboratory as practicable, and sponsored by any experienced 
builder. 

Always, we conclude by urging an increased and effective housing 
research program. We suggest that the Housing Administrator 
should be authorized to draw upon any reserves or authorizations of 
the FHA, the Federal Home Loan Bank Board, the Public Housing 
Administration, or the Federal National Mortgage Association, in 
proportion to their total participation in Federal housing activity, 
to finance any needed housing research, and in an amount not to 
exceed $2 million per year. An additional $2 million per year should 
be authorized to be appropriated to the Administrator for research. 

In addition, we have some specific recommendations concerning 
liberalization of conventional mortgage credit aids through FHA, the 
Home Loan Bank system, and FNMA. The actions suggested would, 
in our opinion, assist additional families in the upper middle income 
group who are presently unable to take full advantage of existing 
programs. These recommendations I submit for the record as attach- 
ment ITT. 


I thank you again for this opportunity to appear today. 
(The material referred to by Mr. Robbins is as follows :) 


Attachment I 


RECOMMENDATIONS OF THE NATIONAL HOUSING CONFERENCE ON HOUSING FOR 
FAMILIES OF MIDDLE INCOME 


1. There shall be established a mortgage bank for cooperative and middle- 
income housing. 

This bank shall be authorized to make loans to housing cooperatives for 40 
years, with the interest rate at the cost of money to the Government plus 4 per- 
cent. The terms on such loans should be comparable to those deseribed in 
S. 2246, the housing bill of 1950. They include loans of up to 95 percent of the 
cost of construction with requirements that cooperatives purchase shares in the 
cooperative bank as added security for the loans. 

2. The bank shall be authorized to make loans to private nonprofit legal 
entities on similar terms where such corporations agree to provide housing for 
families of moderate income and to give preference in the following order, with 
preference to veterans in each category: (1) To families displaced by public 
action; (2) to families living in substandard housing; and (3) to families living 
in overcrowded housing. 

3. The bank shall also be authorized to make similar loans (40-year terms: 
interest rate at the cost of money to the Government plus % percent to individual 
purchasers of homes, subject to the following conditions: 

(a) That such loans shall be available only on homes in developments which 
are being built with conventional FHA mortgage insurance and such loans shall 
not be available to more than 50 percent of the homes in any development being 
built by any builder under any single FHA mortgage insurance commitment. 

(b) The favorable interest rates are to be made available with preference to 
families in the following order: (1) To families displaced by public clearance or 
enforcement action; (2) to families living in substandard homes; and (3) to 
families living in overcrowded homes. Veterans shall have preference in each 
category. 
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(c) The normal stable income of the purchasing family to be ascertained by 
the lending institution making the conventional loans on the project by means of 
the customary credit report. 

(d) Eligible families are to be those with incomes that preclude them from 
purehasing or renting conventionally financed new housing with total monthly 
housing expenditures of 20 percent of their stable normal family income as 
defined by FHA. 

(e) Down payments of 5 percent shall be required of all families except those 
certified by a local public agency as being displaced. In such cases the home 
is to be sold under a lease-option plan with title transferred upon accumulation 
of a 5 percent down payment from rent payments. 

(f) Builders would be required to make a 5 percent price concession on units 
sold under these liberal credit terms which involve practically no selling costs. 

(g) Credit at an interest rate of cost of money to the Government plus % 
percent, would run with the family, not with the house. The mortgage lender 
shall be authorized to convert the mortgage to a conventional FHA insured 
mortgage in the event of resale by the borrower. Iu the event of default, the 
mortgage lender shall be authorized to repossess and resell the home upon the 
original terms to another eligible family. 

(h) The bank shall issue mortgage lean commitments, at an interest rate of 
cost of money to the Government plus 1% percent, only on such homes as it deter- 
mines to be the best quality home available at the lowest price for each type of 
housing and in each submarket area currently proposed to be built in the locality 
involved. 

(i) Mortgagees making loans under this program shall agree to service the loan 
ata \% percent servicing fee. 

4. The Administrator of the Housing and Home Finance Agency shall estimate 
the need for middle income housing in each housing market area of the country 
and shall allocate to each area its appropriate share of the loans authorized 
under this act. In making such allocations, the Administrator shall be required 
to reserve funds for loans to projects serving displaced families, families requir- 
ing rental accommodations and minority group families, in accordance with the 
respective needs of such groups. All loans made and commitments issued under 
this program shall be made pursuant to such allocations and subsequent realloca- 
tions of loan authority. 

5. The bank may enter into contract with any FHA approved mortgagee to 
service loans and may enter into commitments to purchase or repurchase loans 
during the life of a loan or to participate in a loan made by such institution. 

6. For the purposes of cooperative, rental and sales housing under this middle 
income section, $3 billion a year in mortgage loans should be authorized. 


Attachment ITI 


RECOMMENDATIONS OF THE NATIONAL HousING CONFERENCE OF SLUM CLEARANCE, 
URBAN DEVELOPMENT, AND RENEWAL 


1. The Division of Slum Clearance and Urban Redevolpment of HHFA should 
be authorized to provide up to 90 percent of local expenditures for planning 
rehabilitation and conservation activities and for redevelopment planning on an 
annual basis. Annual expenditures from Federal and local sources would be 
allocated on a pro rata basis to any projects subsequently financed in accordance 
with the existing two-thirds-to-one-third matching basis. 

(The Federal-aid formula does not recognize that urban renewal is a continuing 
process. Even rehabilitation and conservation efforts, which must go on for an 
indefinite period of years are now financed upon a project basis, upon the pre- 
sumption that when the project is completed, no further action will be needed. 
Federal advances for planning, for enforcement and rehabilitation, and for con- 
servation should be budgeted and advanced on an annual basis for a continuing 
program of activities at the local level.) 

2. The financial formula for urban redevelopment projects under title I of the 
Housing Act of 1949 must be modified to require that local expenditures author- 
ized as a part of the project plan shall not be required to exceed one-third of total 
expenditures required to complete the redevelopment plan. This change is also 
essential if local governments are to finance their share of a program whose size 
is more than an experiment. 

(The present financial formula requires local agencies to provide one-third of 
net project cost and the Federal Government to provide two-thirds of net cost. 
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In actual practice, however, local agencies are often required to provide loca? 
public improvements or public works which are not credited as part of project 
cost. As a consequence, actual local expenditures often exceed total Federal 
expenditures many times. In one current project, for instance, local expendi- 
tures of $5 million will be required to obtain Federal aid of $2%4 million.) 

3. Acquisition of areas to be cleared should be permitted over a period of years. 

(Areas now have to be acquired, cleared, and rebuilt with all practicable dis- 
patch. This inevitably means a disruptive and inhumane treatment of residents, 
small-business men, property Owners, and social and religious institutions. It 
inevitably means higher costs, greater resistance and political tensions. A more 
orderly, humane, and economical policy would permit localities to acquire sites 
over a period of years, acquiring properties as they come on the market, demol- 
ishing structures as they are vacated, moving families and small-business men 
as vacancies permit. Rebuilding also might take place to a greater extent over a 
period of time.) 

4. The capital grant authorization under title I of the Housing Act of 1949 
should be increased by $1 billion. 

(The present Federal program is not clearing slums as rapidly as slums are 
being created. If slums are to be reduced the program must be more than dou- 
bled, and planning must be undertaken now for projects which will go into acqui- 
sition 5 years hence as integral parts of a citywide program. ) 

5. Existing law and administrative regulations require comprehensive plans 
for relocation of population as a condition for Federal financial aid. Such plans 
show the numbers of people to be relocated as a result of plans for the elimination 
of slums and other governmental activity and also show the areas to be developed 
to accommodate families relocated from overcrowded areas. This requirement 
needs strengthening and positive Federal assistance. Relocation must be viewed 
as an integral part of urban renewal, and additional Federal assistance should 
be provided to aid cities in meeting the problem. The law should be amended 
(a) to require the presentation of a comprehensive plan for population density 
and for the relocation of population as a condition for Federal financial aid. 
Such a plan should show the estimated future population of the metropolitan 
area, allowed densities for different sections of the city, the numbers of people 
to be relocated as a result of plans for elimination of slums, and the areas to be 
developed to accommodate families relocated from overcrowded areas. (0b) 
Vacant land assembly projects should be encouraged rather than discouraged. 
Such projects should be eligible for capital grants and should be averaged with 
all other projects for financial purposes. Where the families involved in dis- 
placement and where the proper solution to the relocation problem requires the 
development of vacant land, vacant land projects or other areas open to occu- 
pancy by such families should be shown to exist before clearance is permitted. 
(c) Existing relocation requirements of Federal law should be amended to re- 
quire that adequate relocation housing will be available as families are displaced, 
rather than merely plans, after January 1, 1956, as a condition of clearance. 

(Relocation is still the most imposing obstacle to comprehensive redevelopment 
and rehabilitation. Almost all redevelopment and rehabilitation requires sub- 
stantial reduction of the excessive population densities which are characteristic 
of slum and blighted areas. The renewed areas usually contain less people than 
the formerly blighted areas did. The excess people cannot return, they must go 
somewhere. They must go into other blighted areas or into newly developed 
areas on open land. The former merely spreads the slums. New housing on 
vacant land at prices within the means of the surplus displaced families should 
be required to be in existence before clearance is permitted. Only new housing 
on vacant land can permit orderly and permanent reductions in the population 
of overcongested areas. ) 


Attachment IIT 


RECOMMENDATIONS OF THE NATIONAL HouUsInG CONFERENCE To EXTEND PRESENT 
CONVENTIONAL MORTGAGE CREDIT AIDS 


Above the income levels we have described as families of middle income, there 
remain many families who cannot afford new private housing on present credit 
terms, or for whom the supply of new housing is inadequate. For these families 
improvements in the functioning of present credit and building systems are essen- 
tial. The following are proposed : 















HOUSING AMENDMENTS OF 1955 333 


1. FHA mortgage insurance: The adoption of an insured mortgage at current 
private mortgage interest rates plus an insurance premium and with 40-year 
amortization periods. 

(a) Such mortgages would currently be at 414 plus one-half percent insurance 
premium, 

(b) Preference should be given in the purchase of such homes to families dis- 
placed by public action. No further preference requirements appear necessary. 

(c) Loans of up to 90 percent of value should be authorized for either sales or 
rental housing, with advance commitments, and certifications by builders as to 
actual costs of construction and development. Preference families should be 
permitted to purchase on a lease-option basis. 

2. Authorize the Federal Home Loan Bank Board to charter additional Federal 
savings and loan associations or authorize branches of existing associations in 
areus not now adequately served by mortgage lending institutions. For this pur- 
pose, authorize the Board to subscribe up to 8Q percent of the shares of newly 
established Federal savings and loan associations. Two hundred million dollars 
in such loans should be authorized. The Home Loan Bank Board should be 
required to survey the mortgage lending resources of each State, including non- 
farm areas thereof, and to report to the Congress on its program for providing 
mortgage lending institutions in all parts of the country. 

3. Authorize the Federal home loan banks to discount mortgage loans made by 
country banks in areas not adequately served by mortgage lending institutions 
and to resell such loans to member institutions within 100 miles of the originating 
institution. For this purpose, a $200 million revolving fund should be authorized 
to be used under the supervision of the Home Loan Bank Board. 

4. Federal National Mortgage Association : It is recommended that the Federal 
National Mortgage Association : 

(a) Be reestablished as a wholly Government-owned corporation governed by 
a board appointed by the President with Senate approval. 

(b) Be authorized to make mortgage loans for amortization periods of up to 
4( years or to purchase such loans. 

(c) Be authorized to contract with private lenders to initiate and service loans. 

(d@) Be authorized to issue commitments to make loans in accordance with 
quotas established by the Housing Administrator. 

(e) Be required to maintain separate accounts for each category of loans made 
and to establish special reserves for each category and a general reserve to cover 
losses in all categories. 


Mr. Brown (presiding). Are there any questions of the witness? 

Mr. Rats. Mr. Chairman, I would like to ask Dr. Wheaton some 
questions, but I will await my turn. 

Mr. Brown. Mr. Wolcott. 

Mr. Wotcorr. No questions. 

Mr. Brown. Mr. Patman ? 

Mr. Parman. I have no questions at this time. 

Mr. Brown. Mr. O'Hara? 

Mr. O’Hara. In view of the lateness of the hour, no questions, Mr. 
Chairman. 

Mr. Brown. Mr. Rains. 

Mr. Ratns. Dr. Wheaton, in view of the fact that this committee 
plans, a little later on, a full-dress study of all the housing problems, 
including, of course, public housing; I would like to know where you 
got most of the information, Dr. Wheaton, which is included in that 
record of the housing needs for last year ? 

Dr. Wueraton. All of my basic figures, Congressman, are based on 
census data, 1950 census, and certain sample surveys made since. 

I think the sources are in the published statement, and the only 
major one, in addition to census data, that I drew on, is the 20th Cen- 
tury Fund’s just recently published in the new volume on America’s 
Needs and Resources, for which some special tabulations of the census 
of 1950 were run. 
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Mr. Rays. The basis for that fine study, then, is Government statis- 
tics; isthat right? 

Dr. Wueaton. That is right. 

Mr. Rarns. It is not based on a private investigation of any kind 
of your own? 

Dr. Wuearon. Well, for instance, there is quite a lot of controversy 
about how many substandard dwellings there are in the United States. 
I said in that study 10 million substandard dwellings that ought to be 
demolished. The census says there are 6 million units which lack 
baths or are in dilapidated condition. 

How do we get from six to ten million? A considerable part of that 
gap of additional 4 million ginits consists of units which have a bath, . 
or which are not dilapidated, but which are located in blocks, in cities, 
which are more than 50 percent substandard, so that even though the 
structures themselves may not be substandard, they are environment- 
ally substandard, so that in the normal course of events they will be 
torn down in slum-clearance projects. That is census data which has 
not appeared in the normal census publication, but which, if you pay a 
small fee, you can get the Census Bureau to tabulate for you, to reveal 
how many of these units are in blocks which are more than 50 percent 
substandard. 

So there are a number of tabulations in that report which are based 
upon census enumerations and census tabulations, but which don’t 
appear in the normal published housing statistics. 

Mr. Rains. Was any effort made by you to ascertain from the cities 
of the country the situation with reference to the number of housing 
units that would be torn down? I see a figure of 67,000 here in Mr. 
Robbins’ statement. Did you make any effort to justify those figures? 

Dr. Wueaton. I have run them for Philadelphia, and for the city of 
Chicago, where there happened to be figures available. - 

I don’t have the figures here. In the city of Chicago there were 

about 30,000 units demolished in the postwar decade, that is from 1945 
to 1955. Of the 30,000 units, if I am correct, again, 15,000 were in the 
Congress Street Expressway, and a couple of other expressways, and 
15,000 were in rehabilitation projects. 
_ So that rather similar relationships exist in Philadelphia and in 
Boston, where I used to live. So my impression is that generally 
speaking those who have estimated relocation requirements are esti- 
mating far below what the actual relocation requirements would be, 
because they have neglected the extent to which they are demolishing 
houses for particular highways, but also for schools, industrial devel- 
opments, shopping centers, and the like. 

Perhaps Congressman O’Hara has the figures on Chicago. I hesi- 
tate to put out figures when I don’t have them before me. 

Mr. Rarns. I was not too concerned with the figures as I was with 
how you prepared your present report and the basis for your informa- 
tion. I have a copy of the report, and it looks like a very valuable 
document, and I was interested in finding out how you had gone about 
arriving at the various conclusions you reached with reference to the 
housing situation in the report. 

Mr. Rogsrns. I might say, Congressman Rains, that the New York 
ficure of 67,000 families to be displaced is an official finding by an 
official agency of the city. 
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Mr. Rarns. I have one other question, addressed to Mr. Robbins. 
I note that you have criticism of the bill presently pending before us 
in that it does not remove the restrictive language on the workable 
programs Does the Senate bill carry a correction of that, or do you 
know 

Mr. Rogprns. I am not sure, but Lee Johnson is here, and I think 
he may be able to give us the answer to that. 

Mr. Jounson. Yes. 

Mr. Rats. It does? 

Mr. Jonnson. Yes. 

Mr. Rarns. In other words, it eliminates that restrictive language 
which we had in it last year; is that right? 

Mr. Jonnson. It does completely, Congressman. 

Mr. Rarns. That is all, Mr. Chairman. 

Mr. Brown. Mr. O’Hara? 

Mr. O’Hara. No questions. 

Mr. Brown. Mr. Ashley? 

Mr. Asuiey. No questions, in view of the time. 

Mr. Brown. We will recess to reconvene at 2:30. 

(Whereupon, at 12:05 p. m., a recess was taken until 2:30 p. m. 
of the same day.) 
AFTER RECESS 


The committee met at 2:30 p. m., the Honorable Brent Spence 
(chairman), presiding. 

Present: Chairman Spence (presiding), and Messrs. Brown, Pat- 
man, O’Hara, Mrs. Sullivan, Vanik, and Hiestand. 

The CuatrMan. The committee will be in order. 

We will resume the hearings on H. R. 5827. 

We have with us this afternoon Monsignor O’Grady, secretary of 
the National Conference of Catholic Charities. 

Monsignor, your zeal and sincerity is very appealing, and we are 
always glad to have you come before our committee and give us your 
views on housing, of which you have made a great study through the 
years. 

Monsignor O’Grapy. Thank you very much, Mr. Chairman. I ap- 
preciate your interest. 


STATEMENT OF RT. REV. MSGR. JOHN O’GRADY, SECRETARY, 
NATIONAL CONFERENCE OF CATHOLIC CHARITIES 


Monsignor O’Grapy. During the past 3 years I have been greatly in- 
terested in the relocation of families that have been displaced through 
slum clearance and other improvements in American cities, such as 
highway construction, the acquisition of land for business, and medi- 
cal and education centers, as well as for the construction of new 
housing. I have had an opportunity of observing what has been 
happening as a result of this program in a number of cities, includ- 
ing Chicago, St. Louis, Detroit, Cleveland, Pittsburgh, Boston and 
New York. 

I was filled with a new hope by the housing amendments of 1954 
which were designed for all intents and purposes to provide new im- 
plements for the redevelopment of American cities. From the very 
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beginning I had question as to whether they could be effective without 
an adequate housing supply. Tt ’ 

In talking to people in different cities about relocation and the ex- 
tent to which it is contributing to the further spread of blight, I find 
a great variety of reactions. For example, in one city newspaper 
reporters apologized to me for their inability to publish in its entirety 
my statement in regard to the extent to which new developments in 
that city were contributing to the spread of blight. They stated rather 
frankly that they agreed with everything I said and the same is true 
of the city editors, but they were under commitment to the business 
interests who were gravely concerned about the success of some of the 
new projects in the city that involved considerable private investment. 
They were afraid lest too much public discussion might interfere with 
the rental of new office buildings. They pointed out, moreover, that 
the city administration was committed to the new development, but 
it had failed to give sufficient thought to the question of housing 
supply. 

Recently I talked to the foremost leader in housing and urban rede- 
velopment in one of the larger cities. I discussed with him a project 
that had recently been approved. I pointed to the pressures that were 
being used in getting the people who now occupy the housing units to 
vacate them. Then I asked him whether he could point out the sec- 
tions in the city in which decent, safe, and sanitary housing was avail- 
able for the people who would be dislocated by the new project. As far 
as I can recall, it involved some 1,200 families. I received the usual 
stereotyped answer “We have public housing available.” Then I 
reminded him of the fact that available information showed that not 
more than 30 percent of the people to be displaced would qualify for 
public housing. I kept insisting that I was thinking of housing with- 
im the income limitations of those who did not qualify for public hous- 
ing. Finally he said “There is no housing available at the present time 
for these families and if we can’t find housing we cannot go through 
with the project.” 

The Senate Committee on Banking and Currency is well aware of 
what the 1954 amendments to the Housing Act did to public housing. 
Briefly, they limited public housing to those who were actually dis- 
placed by public improvements of one kind or another. In other 
words, the only people for whom public housing was to be available 
were those whose homes were in process of being demolished. The 
original purpose, as I understand it, of public housing, was to take 
care of slum dwellers, to help us to find substitute housing for those 
who were living in slums and who could not pay the rents that private 
capital was compelled to charge. 

Now, we have limited it to slum dwellers whose living quarters are 
in the course of demolition. As far as I can see from my observations 
in the cities in which I operate, we haven’t yet seen the complete effects 
of the change made in public housing 1954. 

City housing authorities tell me, “We have an ample supply of pub- 
lic housing. We have commitments on 1,000 or 1,500 projects that 
have not yet been constructed.” But I think a close examination will 
indicate that these projects represent leftovers from other years and 
I am inclined to believe that the number of units for which the Federal 
Government has made definite commitments will be exhausted within 
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the next year. Then we will understand the meaning of the 1954 
amendments and what the Appropriations Committee has been do- 
ing to public housing since that time. 

I understand, for example, that for the 35,000 units authorized for 

this past year, commitments have been made by the Federal Govern- 
ment for about 100 units. There is not, therefore, too much hope that 
the public housing program, as it now stands, will be able to provide 
even for those whose houses have been demolished after this present 
year. 
" In my appearance before the President’s Advisory Committee on 
Housing, I emphasized the point that I have been stressing for the 
past 20 years now, that as soon as the business interest are able to pro- 
vide a substitute for public housing I would be willing to withdraw my 
support from the program, but I also pointed out that so far no satis- 
factory substitute has been devised and that those who want to abolish 
public housing should then announce to the people in clear terms that 
they were going to destroy the program, come what may. 

It will be remembered that the President in his message to Congress 
in January 25, 1954, recommended that the public housing program 
be continued at the rate of 35,000 units a year for 4 years, but that in 
the meantime efforts should be made through a dynamic approach on 
the part of FHA to provide a substitute for public housing. Sec- 
tions 220 and 221 represented the answer of the Congress in 1954. See- 
tions 220 was supposed to provide for new rental housing for those 
who were displaced by public improvements and also for the repair of 
old houses. Section 221 was to provide owner-occupied houses cost- 
ing $7,600 or less in lost-cost areas, and $8,600 in high-cost areas. As 
I understand it, up to date no application has been made under sec- 
tion 221 so that in the area of middle income housing FHA has vir- 
tually come to a complete standstill. 

It is not too difficult to understand this situation. This commit- 
tee has made a fairly complete study of the huge profits that were made 
under the original section 608 of the Housing xet. It then changed 
the definition governing the mortgage amounts insurable from esti- 
mated replacement cost to read “estimated value” under sections 213 
and 229. The result has been that FHA is making such exceedingly 
low evaluations that financing cannot be secured to build these neces- 
sary homes. 

For many years I have been stating before the House Committee 
on Banking and Currency that it is important to bring the different 
organizations of Government dealing with housing together in closer 
working relationships. I believe that Mr. Cole has made a genuine 
effort to bring them closer together, just as I believe that he and his 
associates have made a genuine effort to secure proper relocation pro- 
grams. They have been looking for more and more evidence of con- 
structive relocation programs in the different cities but they are con- 
fronted with the hard facts of the situation, with the tremendous drive 
of business organizations for public improvements, and with the fact 
that these public improvements are going to contribute further to 
the spread of blight so that blight, instead of being decreased or elim- 
inated, is increasing more and more each year. 

While I presume that Mr. Cole has made considerable progress in 
bringing the various agencies in Washington together in developing 
a unified program here, I haven’t seen too much evidence of a unified 
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approach as yet in the different communities. I am hoping that we 
may be able to secure such a unified program in at least a few cities in 
the United States. 

The tragedy of the existing housing laws, and of their administra- 
tion at all levels, local and Federal, is the emphasis on business and 
financial gains to be realized through slum clearance and urban re- 
newal, while the vital human element involved is almost totally neg- 
lected. Perhaps the law dictates that result. But I must state that 
until we reverse the procedure and give first consideration to the peo- 
ple to be displaced by public actions, and make certain that they are 
adequately housed, there will be no business and financial gains from 
these programs. There will be no slum clearance and urban renewal 
of substance. Today’s misdirected enthusiasms will return to mock us. 

We need first to plan a public-housing program that will meet the 
needs of families living in slums. Of equal if not greater importance 
to the prompt functioning of urban renewal programs, there must be 
Federal credit assistance that will permit displaced families of middle 
income to secure standard shelter. These are families forced to live 
under slum conditions because they cannot afford Reopen homes sup- 
plied through private channels, yet they are ineligible for public hous- 
ing because of comparatively high incomes. These families represent 
more than half of those to be displaced. When we meet their problem 
and that of low-income families, we can then hope to achieve slum 
clearance and urban renewal. 

Now, I have been in the housing field for many, many years. In 
fact, since the twenties. And I have been around in these various cities 
throughout the United States. In fact, I worked for months and 
months in a neighborhood organization in Chicago in the past 3 years. 

I have been interested in most of the big cities. I have been inter- 
ested greatly, of course, in St. Louis, in Pittsburgh, and in Boston, and 
New York. 

I had hoped that the 1954 amendments to the Housing Act would 
help us to face up to the problems confronting our cities. But so far it 
has not. Of course, we have attached some restrictions to the pro- 
visions for public housing that so far as I know only about 142 units 
have been approached. That means that we are virtually going to have 
no public housing under the 1954 amendments. 

True, and this is something adding some confusion, I am afraid, in 
the cities, you find that there are a certain number of units in the pipe- 
line, because cities, for instance like St. Louis, have not used up their 
former commitments under the 1949 act. They have some 4,000 or 
more units still in the pipeline, not under the 1954 amendments, be- 
cause, as I understand it, the 35,000 for which we have authorization 
and appropriation, as I understand it, under the 1954 amendments, 
they will not be usable any longer. 

I had hoped that the 1954 amendments. with all their restrictions, 
might bring us face to face with the problem. I had hoped that it 
might get the housers to face the problem. But I am storry that it has 
not. That not even the housers have come to face the problem, the 
housers with whom I have worked through the years, my friends, the 
housers have not faced up to the problem. 

Now, that is a sort of a mysterious situation for me. I find it diffi- 
cult to understand. When I go, for instance, into the city of Pitts- 
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burgh, and I raise a question as to what all these public improvements 
downtown are doing, they say “You mustn’t discuss that. Too many 
interests are involved just now, because huge investments have been 
made in the Golden Triangle, and if you say anything about it it is 
going to disturb the business of our city.” 

And I am afraid that is true throughout the country, and I am 
wondering how soon we are going to have to face up to this situation, 
how long we can keep up clearing out slums and clearing out many 
good housing units, as I saw, for instance, in the west end of the city 
of Boston a few weeks ago. I find, for instance, that in the west end 
of the city of Boston they are going to clean out 3,000 housing units— 
some of them very good units-—and I asked, “Why do you clear out all 
these good units?” “Well,” they said, “it is necessary for the proper 
frontage on the riverfront. We like to have a nice riverfront.” So 
I asked “How are these folks going to be housed?” “Well, there is 
some housing.” “Public housing?” “Yes.” Well, now, all your units 
have been used up, there are cities which have no more units, and they 
have made no further applications under the 1954 amendments. They 
have some 14,000 housing units, and then vacancies of about 14 percent. 
And I said, “Well, you have a big clearance in the south end already. 
You have to find housing for the large group of families that is going 
to be cleaned out in the south end. Where are you going to find 
housing for these families around here ?” 

“Well,” they said, “the State has a provision to make local credit 
available, State-guaranteed credit.” I said “How long is it going to 
take to build them? You are proposing to tear these houses down in 
the very near future.” 

In other words, there is the problem. We are discussing housing in 
one term, and then we are discussing clearance in another term, and we 
haven’t brought the two together. Maybe that is one of the original 
mistakes that we made in the 1937 act, because the original idea that 
we had, in this public housing—and we couldn’t find any other means 
of taking care of these low-income groups, there was no other method, 
nor have the business interests suggested any method as yet—I hope 
they will find some method besides public housing some time, but so 
far there is nothing in sight—I find it very difficult to get a discussion 
of this in the local cities. One feels insecure. “You can’t criticize 
our efficiency, can you ?” 

Of course, last year I appeared before this committee and I pointed 
to the conditions in the city of Detroit, as a result of the clearance 
downtown. Because Detroit has not faced up to its housing problem. 
Well, I notice they have held up for a while, and they ask for more 
information—the Housing and Home Finance Agency asks for more 
information, and I am still keeping on saying that they are still 
spreading blight in Detroit, not just because of slum clearance, but 
because of the speedways and all the other groups that are looking for 
city land—new health centers, and all that sort of thing. We are 
thinking about everything else in planning for our cities, and I think 
that it is a great tragedy in American planning, all around, that we 
are thinking about the material aspects of city life and we are forget- 
ting about man’s house, a place for man to live and bring up his family. 
_ Iam afraid that we are tearing down a lot of good houses. For 
instance, I noticed in the Hyde Park area in Chicago, there is a project 
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about to be cleared out. I raised some questions about it, and I am 
still raising questions as to where these families are going. I don’t 
know. 

I said to a very good friend of mine, I know all these folks in Chi- 
cago very well, I have worked with them, because the housing coordi- 
nator is a very close friend of mine, and an excellent person, and I 
said, “Where are they going?” He says, “If there is no place to go 
we can’t have any project.” 

I said, “Do you think I could find housing for these middle-income 
families? I presume you are aware of all the confusion that exists in 
that project right now, and that people are raising questions as to 
where they are going to go from here?” And, of course, there are 
many families in that project, in that area, that do not want public 
housing and cannot qualify for public housing. I don’t know what 
the actual division of the figures is now. Last year we used to talk 
mn terms of a third, and now I notice we have suddenly gone up to 
50 percent and 60 percent. Maybe it is a sell out, but somehow or 
other these cities are still talking about public housing because they 
have a little pipeline left. But there is going to be little of that left a 
year from now, probably none, and if the present condition continues 
we are going to have no public housing. In fact, that has been stated 
openly by prominent people within the past few weeks, that they had 
finally killed all public housing. 

I think they might as well say, “We will next kill all slum clear- 
ance.” Because it follows logically. How can you have any slum 
clearance in your American cities? How can you have any of these 
improvements until you build houses for men? And I am more and 
more convinced that until we find housing we can’t do it. If we don’t 
find housing we will have to slow up the improvements. 

I don’t see how we can go ahead with the improvements as they are 
now even if we get a good supply of public housing. It is going to 
take 2 years before you have the actual housing for the people. You 
can’t throw a man out of his house today because somebody wants to 
run a big highway past his house and wants to pressure him all it can 
to get him out as quickly as it can, because once they decide, then the 
pressure begins. 

I noticed in the areas which I have covered you begin to feel the 
pressure, and the confusion among the families, And all the housers 
will tell you they have explained all this to them. But when I get 
around, and go through their houses, it is all confusion. I get one 
picture from the housers downtown and I get another picture when 
I walk around the neighborhoods. One thing to which I would have 
to call the attention of the committee, and especially your subcom- 
mittee, I think you have a golden opportunity for getting the facts, and 
I hope you will get the facts. The people who spoke here today were 
sincere in their desire to get at the facts, but so far they have sat on 
the facts. 

I have kept telling them that. They have the facts, but they haven’t 
made the facts available. 

Well, there is probably a little exaggeration there, because these 
facts are not so easy to obtain. You have to get a clear analysis. Not 
a spot check, but a clear analysis, and a detailed analysis, of the 
income levels of the families who are going to be cleared out. Other- 
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wise, you can’t house them. You don’t house media, you don’t house 
averages, you house individual families, and that is the concept we 
had of this business originally, when we thought about clearing slums 
and building houses; we said it was going to be unit for unit, and 
we may have to get back to that again. 

But we were talked out of it, and when working on the 1937 act I 
kept raising that question all the time. I thought we ought to have 
more leeway. 

But now they have had all this leeway, and tearing down all these 
houses, and now they say, “We have got housing for them, and their 
average incomes are such and such,” but again the study doesn’t 
show it. 

We talk about the housing units we have built within the past year. 
How are they related to the income levels of these folks being cleared 
out of the slums? And out of fairly good housing? Because I have 
seen fairly good housing units being torn down. How can you plan 
for these families except by individual family ? 

I do not think that we have faced the problem from that point of 
view. I was going to challenge the subcommittee, that I would like to 
go around after them. I know what is going to happen when you get 
in these cities. You are going to be surrounded by the housers, and 
the people who have an interest, and they will take you around, and, 
of course, they can paint a beautiful statistical picture—they are all 
much more able statisticians than I am—they will paint a nice pic- 
ture. But I would like to be able to show the members of the commit- 
tee this area. What happened in this area as a result of this movement 
of families? What happened to this pressure? Because the pressure 
is terrific in certain areas. 

For instance, areas in Chicago, the pressures are terrific, and the 
housing conditions are unspeakably bad, and the number of. fires is 
very great. There is very little publicity in the newspapers about the 
fires, because the load on the electric current in those areas is terrific. 

Of course, a house that changes hands at a great price, one unit 

after the other, and then is converted into a multifamily house. I 
have seen this process in many cities in the United States. And, of 
course, with the higher income groups it is difficult. It is difficult for 
the Negro. In many cities, still in the North, and in the Midwest. 
I have seen the block, I have seen the pressures, and the pulling and 
hauling that you can go through in exchanging houses. I spent about 
2 days before the President’s Committee, and I said that I wasn’t a 
radical or a Socialist, that I believed that a dynamic economy, a free 
economy, but that I had to be realistic. I find if you can’t find hous- 
ing for people in any other way maybe we will have to accept pub- 
lic housing. 

I would like to see private enterprise provide housing for them. 
Well, of course, they finally did come along with these new proposals, 
section 220 and 221, but nothing has happened. They haven’t gotten 
off the ground yet. That is the kind of phraseology we have been 
applying to them. Sometime they are going to get off the ground. 
But there is no sign of them getting off the ground so far. 

I think we must keep on struggling with that, and I am sure your 
subcommittee will keep on struggling with it. 

For instance, in New York State various elements of tax consider- 
ation, and maybe we ought to do what the Germans did, and which 
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I believe had a great deal to do with their rapid recovery, and that 
is this, they early began to build houses for themselves. When the 
Government loaned the man credit, and gave him assistance to build 
his house, it said also “You must ‘spend about 3,000 hours of work 
yourself in the building of your house, and you can exchange skills 
with your neighbors, to build your houses, and you can build the 
houses you want.” 

I suppose it is a cooperative, in a sense, but at any rate they have 
developed all sorts of cooperative and group self-help, and above all 
have acquired a certain amount of wealth in building their own houses. 

There is a lot of that going on. For instance, on the edges of Detroit 
you have these auto workers moving out and "driving 30 to 40 miles 
a day, and they build their own houses. They build them gradually, 
step by step, and maybe we shall have to come to that in the United 
States, a new approach like that, and I am sure that labor will be 
reasonable about it, if no other method is available for building houses 
for middle income groups. 

I think we have to do some experimenting. 

Now, the President’s committee, of course, suggested that we con- 
tinue public housing at the rate of 35,000 housing units, and now you 
have it all tied up so that we can’t get any houses built. I think we 
ought to return to the 1949 act and build as many units as we can. 

It is going to take time to build houses. In the meantime I sug- 
gest that this whole development be slowed up. I don’t see any other 
way out of it. If we are going to keep on as we are now we shall 
end in chaos, because that is the description of most American cities, 
the American cities that I have been in. I see a little bit more hope in 
some of them than in others, but I do not see very much in the way 
of building houses. I do see a great effort made on the part of the 
business elements in town to make the city look more beautiful, to 
secure money investments, to have more school buildings, more health 
centers, more highways, and all that, more beautiful parks, and while 
at the same time we are spreading blight and bringing new congestion 
into new cities. We are finding houses by the thousands being con- 
verted from single-family houses to multifamily houses. 

That is briefly my story. 

The Cuatrman. I have no doubt the subcommittee will be very 
glad to have available the information you have on the subject. 

Monsignor O’Grapy. I would like to see them get at the facts. That 
is my only concern. I would like to see them get at the facts, and I 
can assure you it is not easy. It is not going to be easy to get the 
picture in the American city just now, but I think that they could 
get cooperation enough—I am sure. 

Of course, if you could only get some of the people down the line 
in these housing organizations—I find that I can talk frankly to 
them, but the people up on top want to insist on drawing a nice pic- 
ture of the conditions in their cities. The boys down the line help 
me to get at the facts. They take me around. Of course, when I talk 
about relocation 

The Cuatrman. Do you think there can be any successful program 
of urban renewal or slum clearance without public housing ? 

Monsignor O’Grapy. I don’t think there is the slightest hope today 
without a good-sized public housing program. I don’t think there 
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is the slightest hope. Except if we want to keep on spreading blight 
more and more. And then, of course, conditions are going to become 
worse in American cities instead of better, and I think that is the 
situation right now that we are facing. It is very tragic. | 

No, I agree, Mr. Chairman, there is no hope, even with the 35,000 
units. I don’t think 35,000 housing units, 70,000 during the next 2 
years, is going to be adequate to meet the needs of those who are dis- 
placed by the present improvements, not to speak of the clearing out 
of the slums and enforcing city codes. We talk glibly about enforcing 
city codes. Try to enforce city codes at the present time in your cities. 
What will happen? You will have toevict people. The judges won’t 
sustain you. I have seen the judges time and again turn down or re- 
verse the action of the housers in trying to evict people from homes 
who have no place to go. 

A person comes in, appears before the judge and says “Well, now, 
Judge, Your Honor, I don’t have any place to go. There is no 
house.” And under present conditions, as I see it, I don’t see any 
code enforcement. 

I hear a lot of talk about it, but when I get around I can’t find any. 
I don’t think that is any exaggeration. 

You talk about getting some more money and more personnel. My 
cwn experience in Chicago has been that until we get the police in- 
ierested we can’t do it, and the police are never going to be interested 
until the neighbors are interested. 

I remember the good mayor used to tell me, “Of course, the police 
department is going to cooperate with you.” I said, “Sure, as soon as 
the neighbors are interested.” As soon as I found the neighbors in 
the various blocks were interested, then the captain attended our meet- 
ings regularly. When the neighbors are not interested, he forgot 
about our meetings. 

Of course, I have a belief nowadays that we must get more neigh- 
borly interest, more of the grassroots interest in this sort of great social 
movement. You are not going to organize this from the top, and you 
are not going to organize it from the city hall any more than you are 
going to organize it from Washington. It has got to get closer to the 
grassroots than that, and when they talk about home rule, I am afraid 
some of my houser friends mean the rule of the city hall. I think that 
may be just as stiff and just as mechanical as rule from Washington, 
and it is true of State capitols, too. They can be just as rigid and just 
as unbending and just as bureaucratic as any official from Washington. 

But I would like to see this grassroots organization, the type I have 
been experimenting with, and the kind I intend to experiment with in 
the city of St. Louis during the next 2 or 3 years. 

Mrs. Sutiivan. Mr. Chairman. 7 

The Cuatrman. Mrs. Sullivan. 

Mrs. SuLLivan. May I ask the monsignor a question ? 

_ Monsignor, what suggestion would you have for displaced people, 
for housing them, if they are displaced because of a slum-clearance 
program but are not eligible for public housing? What were some 
of your suggestions ? 

Monsignor O’Grapy. I think I repeated one, and I think it has been 
presented in the form of a bill before the House Ways and Means 
Committee, by Congressman Coudert from New York. I think it is 
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modeled on the New York pattern, that is of tax consideration, tax 
remission for a certain number of years, to all organizations, all 
groups, that are interested in providing housing for these middle-in- 
come groups. I believe that that is one approach which is very, very 
important. 

I am adding another approach of my own, because I have seen it in 
operation, and that is to help man to build his own house. Let him 
provide the labor himself, his own labor. FHA is doing that now in 
finishing houses in many areas. I have seen it, for instance, in the 
Calumet district of Chicago. I have seen a good deal of it, and we have 
a good deal of it in the outlying sections of our cities now. That is, a 
man would put in so many hours building his own house. 

Those are two suggestions that I would make. I think they are prac- 
tical suggestions. I think they can be carried out, and it seems to me 
that in studying the thing one ought to take into account some of the 
things that have happened. 

Indianapolis has a very interesting project in which I am greatly 
interested. It is entirely Negro. They made this Negro district 
over entirely, and without any concessions from the Federal Gov- 
ernment. They are doing 80 percent of the work themselves on their 
own houses. ‘They are very good houses. I have been interested not 
only from a housing standpoint, but I have been interested also from 
the standpoint of building up of the people, of self-help in the neigh- 
borhood, and I think next to my friends back of the yards in Chicago 
I think it is one of the most fascinating experiments in self-help that 
I have ever seen. 

I understand the same crowd has an experiment similar to that in 
east Texas, which I haven’t seen but which I do intend to see very, very 
soon. I have been fascinated by that project because of my interest, 
and because of the fact that I have seen so many countries nowadays 
where this local self-help, and people getting together among them- 
selves as a group, has been of great assistance in neighborhood organi- 
zations. I think the Government could do something to stimulate 
that, without controlling it. 

But the question is, will Government do it without controlling it’ 
That is the thing that—we are doing it now, in other countries. It 
is being done without control. But I see what happens in so many 
cities. When I develop a neighborhood group, then they get the of- 
ficial from city hall and he wants to tell them. Well, you might as 
well close up shop right there. That group is dead. The moment he 
takes that stand that group is dead. That is the way I feel about it. 

Mrs. Suttivan. Monsignor, in other words, I would say that most 
cities are like mine, St. Louis. There is no place for the individual 
to go out and build right in the city, because most of these cities are 
built up to their capacity. 

Monsignor O’Grapy. That is right. 

Mrs. Sutxiivan. The thinking behind your idea is this, that if that 
man is encouraged to take possibly an old piece of property that still 
has good foundation, and make the money available on easy terms, 
that it would encourage him to go in and possibly acquire that piece 
of property, and improve it for his own use ¢ 

Monsignor O’Grapy. And if he would combine with others in a 
self-help group. I am not sure how we should go about that in that 
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area in which I intend to work in the next few years in your city, but we 
intend to experiment with a great many types of self-help. 

Of course, we are going to study these various types of self-help 
that have been tried in other places; I mean, the things that have 
been really tried. Because sometimes you hear about those things, and 

when you get there you don’t find anything to it. I think we have 
had real success in the San Joaquin Valley, and I think if the com- 
mittee got to California we could provide some very interesting wit- 
nesses both in Los Angeles and in San Francisco, and in Fresno, about 
what has happened in the valleys in the past year, in the nature of 
people learning to help themselves. We have made real progress. 
Industrial areas foundations has made real progress in developing 
leadership among the Spanish-Americans. It has been the most con- 
structive thing I have ever seen among these migratory workers in 
California. 

I have seen them. I have been up and down those valleys for years, 
and I have known these Spanish-American people, mre | of course, 
I sympathized with them in their sufferings, and I am still in the 
same area. 

I think we have got to think along that line, Mrs. Sullivan, and I 
do think that in your city that could be made very meaningful, and 
I do hope—I have a great hope, you know, for the city of St. Louis; 
I have worked there so much, I have hope for its people and for its 
leadership, and I think it has pretty good leadership. That is the 
reason I am not getting into any criticisms of St. Louis, because I 
have great hope that St. Louis is one of those cities that will find its 
way out of this business and I think it ought to be encouraged. 

Mrs. Sutuivan. That is all, Mr. Chairman. 

Mr. O’Hara. Mr. Chairman. 

The Cuatrman. Mr. O’Hara. 

Mr. O’Hara. Monsignor, yours is a voice raised in the wilderness. 
I hope that tomorrow will be much brighter than today or yesterday. 

As I understand from your presentation, you view a city as a place 
where there are many human beings living, and it is the welfare of 


those human beings rather than the welfare of interests that is to be 
considered. 


Monsignor O’Grapy. That is right. 

Mr. O’Hara. And you have referred to the development in Hyde 
Park which ha pens to be in my district. 

Monsignor é Grapy. I know most every block in your district, I 
guess, 

Mr. O’Hara. Of course you do. And I think in every block and in 
every home in my district you are loved, and you are loved because 
se are always interested in human feelings rather than property 
values, 

_Now, in Hyde Park they have a problem there, and I think all the 
Civic organizations are back of this problem, to rehabilitate Hyde 
Park, and yet I am concerned with the phase you mentioned. In the 
hew areas, as I understand, there are to be built homes costing not 


less than $25,000. That will be a fine thing for some eople, but in 
building these homes we are destroy i pe 
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Then when we build the city of Chicago, and, of course, you are as 
familiar with conditions there as I am, we are building our magnifi- 
cent superhighway system, and in doing that we demolish many, many 
buildings, YMCA hotel, where many people lived was torn down, and 
you will recall an entire block out by one of our Catholic churches 
was torn down—all of this because we needed superhighways. And 
yet human beings were being displaced from their homes, And I 
happened to be at that time interested in that, with the city of 
Chicago, as one of the attorneys interested in building superhighways. 
If it hadn’t been for public housing it would have been impossible for 
us to house many of the people that we were dislodging because of 
this needed public improvement. ; 

You have mentioned this phase, and that is why I am taking this 
opportunity to emphasize it. In the development of our cities we are 
thinking too much of the physical improvements, the improvements 
that bring benefits and even luxuries to people in the higher income 
brackets—and, of course, they are necessary in the rebuilding of our 
cities—but yet we are forgetting these human beings. 

I am glad that you again have raised your voice before this com- 
mittee, directing our attention away from the interests of the realtors, 
away from the climate of publicized respectability to the problem that 
confronts us of providing housing for human beings. 

I think you have done a very, very great service to all the little 
people of America, and I assure you that in my district, in every home, 
your name is loved. 

Monsignor O’Grapy. Yes; I visited lots of families in your district. 
I wanted to see how they felt about this business, and I have been 
through these apartments that are going to be demolished, and I have 
talked with the people. Of course, I have great sympathy with them. 
I happen to be an old student of the University of Chicago, and I 
respect their standards. 

Mr. Vanrx. Mr. Chairman. 

The CuHarrman. Mr. Vanik. 

Mr. Vanix. Monsignor, with respect to these low appraisals that 
we get from FHA today, they are based, I suppose, on the theory 
that the FHA mortgage insurance is a national program of mortgage 
insurance based on a secure foundation. 

With the GI program we had a risk factor, in which the Govern- 
ment felt an obligation to veterans and guaranteed up to $4,000 of the 
loan. Wouldn’t the same result that you seek be achieved if we were 
in some way to extend something like the GI bill proposal with re- 
spect to individual construction of housing to every family in our 
society? In other words, FHA could cover that part of the loan that 
is free from risk, or relatively secure. Wouldn’t it be cheaper for the 
Government to guarantee the risk phase of a loan to families of a 
stable income, of moderate or low-moderate means, so that they could 
build a home, or buy one already built, with FHA in for the secure 
part, and having the supplementary risk loan insured by an organi- 
zation like the Veterans’ Administration? This would provide loan 
guaranties to families which are now excluded by reason of the low 
FHA appraisals. 

Monsignor O’Grapy. Of course, I am greatly interested, Congress- 
man, in the rebuilding of these downtown sections. I am interested, 
for instance, in getting these families to consider all the additional 
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costs of moving out to the suburban area and having to build new 
streets, new schools, new churches, new everything, and many of the 
families that I have known in the Chicago area, that have moved out, 
feel rather sorry, and they would like now to come back, and to buy 
a house in the downtown area. 

I noticed that in some sections of St. Louis. I noticed that tendenc 
on the part of younger families to buy downtown. Well, now, F 
has been very conservative about that, and that is one of the things 
that concerns me about FHA. I am interested in their appraisal 
methods, and I think if you could change the mentality of FHA so- 
that you could be more flexible, and you could take this family, and 
you could advise this family, and not just act as a broker with the 
family, but take an interest in this family, this family that you are 
going to build up, and you are not going to have them just become 
dependent on Government aid, but you are going to give them an 
opportunity to do something for themselves, and, therefore, you ought 
to encourage them to build downtown, but I am afraid with the tra- 
ditional outlook it is going to be difficult to get it off the ground. 
That has been our experience. Just like 220 and 221. 

If I thought we could get force and enthusiasm enough back of it on 
the part of FHA’s field staff I think the principle is good. Your 
suggestion is good. I am not too sure how far down we can get it. 
[ think that is a thing that needs study. We won’t know until we get 
off the ground, and you have to approach your valuation first in order 
to give it a real try, and I don’t think this 220 or 221 is getting a real 
try. 

‘Mr. Vanix. Sometimes I wonder if the policies of FHA are not 
dominated very much by builders who have new houses to sell. 

Monsignor O’Grapy. That is right. 

Mr. Vanik. Now, the loans that are made available to older prop- 
erty are unrealistic. There are properties right around this Capitol 
Building here that sell for $25,000 and $26,000, and I don’t think the 
FITA would loan more than eight or nine thousand dollars on most 
of them. It is unrealistic. If they are selling for $25,000, the loan 
value of the old property ought to bear some relationship to its real 
value, which is the selling or buying price. Don’t you agree with 
that? 

Monsignor O’Grapy. Yes; Ido. And, of course, I have been inter- 
ested in this section for a good many years, just as i have been inter- 
ested in the Old Georgetown section, and there is a section that has 
been priced out of the level right now entirely by a repair program. 
That is the type of thing that I am afraid some of these repair pro- 
grams are liable to do. They are liable to get them entirely out of 
the price level of the people for whom we are trying to provide hous- 
ing, whether it be made over old houses, or new houses, or whatever 
it Is. 

You see, FHA—and I have explained this to Mr. Cole many times— 
I said, “You don’t have your units together. They are working still 
us SO many separate independent units.” And FHA—well, of course, 
they say “As soon as we get out of these present problems we will get 
together, and we will have FHA in on the planning.” 

Well, they haven’t got in on the planning so far as I can see it on 
the local level. I haven’t seen any evidence of it yet. And you ought 
to have it with the people who are clearing out these places. They 
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ought to be working hand in hand with the people who are going to 
provide houses. But they are off in different offices, and I have said 
to the coordinators in many cities “Why don’t you get together? 
Aren’t they on speaking terms yet? Aren’t they in communication 
one with the other?” That is F HA, when you get FHA locally that 
is the picture I get, that it is somewhere off by itself, and it acts as if 
it were entirely independent and not just tied up with the other agen- 


cies that are planning, for instance, to acquire land, as a land-use 
authority. 


Sometimes you will find 10 agencies—I think I counted 10 in Chi- 
cago recently—and they have made some progress, but not very much. 

Mr. Vantx. That is all, Mr. Chairman. 

The CHarrMan. Monsignor O’Grady, we are glad to have your 
views, and I am sure the committee will consider them when we go 
into executive session. 

Monsignor O’Grapy. Thank you very much, Mr. Chairman. 

The CHamman. The committee will recess to reconvene tomorrow 
morning at 10 o’clock. 


(Whereupon, at 3:31 p. m., the committee adjourned.) 
(The following statements were submitted to the committee :) 


City or New York, 
OFFICE OF COMMITTEE ON StuM CLEARANCE, 
New York, N. Y., May 16, 1955 
Hon. Brent SPENCE, 
Chairman, Banking and Currency Committee, 
House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN : Your committee now has under consideration the bill H. R. 
5827 extending the National Housing Act. 

The committee on slum clearance strongly approves the slum-clearance and 
urban-renewals amendments in the bill providing for additional grant authoriza- 
tions of $200 million per year for the years 1955 and 1956; the additional $100 
million to be authorized at the discretion of the President ; and the discretionary 
power authorizing the Administrator to distribute an additional $35 million of 
these appropriated moneys, if unallocated, to local public agencies in States 
where more than two-thirds of the 10 percent maximum allocation has been 
obligated. 

The present program in the city of New York, consisting of 10 projects now 
underway and 7 other projects in planning, is more comprehensive and further 
advanced than any other local program in the country and involves almost $600 
million in Title I redevelopment work through private capital, as shown on the 
attached tabulation. Preliminary estimates indicate that the projects shown on 
the tabulation not covered by capital grant contracts or project reservations and 
further projects contemplated will require an additional $50 million in Federal 
Title I grants. 

You will note that of the $500 million provided for capital grants in the 
original Federal program that, although approximately $48 million was allocated 
to the city of New York, it was still essential for the city to apply for additional 
Federal funds to carry out its program. Of the additional $35 million on hand 
for this purpose, $15 million was allocated to this city. This provision has 
worked very well in the past and should be included in the new legislation in 
order to provide incentive and permit speedy and effective progress to be made 
in States which are pushing their programs faster. 

In regard to low-rent housing, a sound, substantial program is a necessary 
adjunct to the public and private work on redevelopment of slum areas in major 
cities. The 35,000 additional units per year provided in the bill for 1955 and 
1956 are an absolute minimum from the point of view of need. 

We are in favor of the increase in maximum commitment amount for a single 
mortgage under the provisions of section 220 from $5 million to $50 million. 
The $5 million limitation is too small for slum clearance projects such as we are 
carrying out in the city of New York in view of the fact that nearly every project 
involves larger sums. Such an increase will permit more flexibility and effec 
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tiveness in planning the construction and financing of large scale redevelop- 
ments as a unit. 

One other change in the FHA provisions should be made. We strongly rec- 
ommend that specific inclusion be made in the provisions of section 220 to the 
effect that it is the intention that the mortgage commitments to be made there- 
under by FHA should be made on the basis of actual and proven construction 
costs as shown through certified statements. The references to value as a 
measure of the mortgage commitment, which have created difficulties and ob- 
stacles in getting the Title I program underway and which have brought with 
it depressing factors arising out of the slum nature of the property, should be 
eliminated. ‘hese are part of a coordinated slum clearance program sponsored 
by the Federal Government and the local public agencies, and it was intended 
as a means of inducement and encouragement that the actual costs involved 
should be the measuring device for mortgage commitments. 

Certainly the slum nature of the property, which it is the purpose of the law 
to clear, should not be the yardstick for reducing these commitments and 
penalizing the sponsors. Because of the inclusion of the term “value” not a 
single project in the New York City Title I Slum Clearance program has re- 
ceived an FHA commitment despite the long period during which section 220 
has been in effect. Interminable procedures and difficulties in promulgating 
regulations delayed FHA action in the Agency until very recently. We are now 
proceeding in New York with the local FHA offices under an agreement with 
Commissioner Mason in a way that we believe will finally produce actual FHA 
commitments as intended under section 220. Nevertheless, the fact is that pro- 
longed delays have hurt the program not only in New York, but throughout the 
country. 

It is significant that in New York only the two projects which have received 
conventional financing, without FHA commitments, have proceeded to construc- 
tion. On other projects, demolition and relocation have proceeded in substantial 
areas but actual construction has been held up because of the lack of FHA 
guaranties provided for by the law. If it were not for the recent agreement 
with Commissioner Mason, the program in New York would have been abandoned 
and a great measure of discredit and responsibility placed at the doorstep of 
the Federal Government. We believe that FHA commitments will now be issued 
without further redtape and delay, but there is still general skepticism about it. 

We shall appreciate having your record include this communication stating 
our position, and shall appear before your committee on May 18 as scheduled. 

Sincerely, 


Rospert MOSES, Chairman. 
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THE UNITED STATES CONFERENCE OF MAYORS, 
Washington, D. C., May 25, 1955. 
CLERK, House COMMITTEE ON BANKING AND CURRENCY, 
House Office Building, Washington, D.C. 

DEAR Sir: I submit the resolution on housing unanimously approved on Satur- 
day, May 21, in New York City at the annual conference of the United States 
Conference of Mayors. It would be appreciated if this resolution were placed in 
the record of the present hearings. 

Iam 

Very truly yours, 
PavuL V. BETTERS, 
Executive Vice President. 


SLUM CLEARANCE, REDEVELOPMENT, AND URBAN RENEWAL 


Under the present housing act many cities are going forward on broad slum 
clearance, redevelopment, urban renewal, and housing programs. Blighted areas 
are being wiped out and redeveloped in accordance with sound city planning. 
There has also been notable progress in carrying out substandard housing re- 
habilitation projects. It is essential, therefore, that the present program be 
continued and we support the administration’s proposed legislation to revise and 
amend existing policies. It is specifically recommended that the FHA phase of 
the total Federal program be integrated much more closely with redevelopment 
and urban renewal to the end that all potentially available private capital be 
utilized. It is further recommended that procedures now in effect be simplified 
and streamlined to enable more speedy consideration of project applications, and 
less delay in actual construction and rehabilitation work. 

Unanimously approved, 1955 annual conference of the United States Con- 
ference of Mayors, the Waldorf-Astoria, New York City, May 21, 1955. 


STATEMENT OF H. R. Nortuup, EXECUTIVE VICE PRESIDENT OF NATIONAL RETAIL 
LUMBER DEALERS ASSOCIATION ON H. R. 5827 


Mr. Chairman and members of the committee, I appreciate this opportunity 
to present to the committee the views of the members of the National Retail 
Lumber Dealers Association on'H. R. 5827 pending before your committee. 

This bill would provide for the continuation of certain programs of the Housing 
and Home Finance Agency. 


GENERAL MORTGAGE INSURANCE AUTHORIZATION 


H. R. 5827 would increase the authorization for FHA mortgage insurance by 
$4 billion. This additional authorization is necessary to assure continuation of 
the FHA programs and should be approved. 


EXTENSION OF FHA TITLE I HOME REPAIR AND MODERNIZATION PROGRAM 


One very important provision of H. R. 5827 is the section which would extend 
the FHA title I home repair and modernization program for 5 years to 
July 1, 1960. 

This program has, over the last 20 years, provided a means of financing home 
repair for over 18 million homeowners. In 1954, over 11%4 million borrowers 
used property improvement loans insured by FHA. 

The title I program has had the effect of lowering and stabilizing financing 
charges on property improvement loans and has stimulated interest of lending 
institutions in this type of loan. 

Many families have found it necessary to expand their living quarters because 
of an increase in the size of their families or for other reasons. Others have 
used the program to prevent deterioration of their property. 

The title I program is a necessary adjunct to the urban renewal program for 
wigan conservation and improvement provided for in the Housing Act 
of 1954. 

Lumber and building material dealers have a vital interest in the title I pro- 
gram. The repair and modernization business is a major source of revenue to 
dealers which would not be available without adequate financing of major 
improvements. 
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We, therefore, urge the continuation of this program. 

In your consideration of the continuation of the title I program, we suggest 
that thought be given to certain amendments which, in our opinion, would im- 
prove the program. 

The President’s Advisory Committee on Government Housing Policies and 
Programs recommended that “Title I of the National Housing Act should be 
amended to permit the insurance of class 1 (a) loans to finance the moderniza- 
tion and repair of existing structures up to a maximum amount of $3,000, and 
up to a maximum term of 5 years and 32 days.” 

The basis for this recommendation was that the present statutory limitation 
of $2,500 is not sufficient in terms of today’s prices to finance home moderniza- 
tion operations while the present 3-year maximum term requires a debt service 
on larger loans that is beyond the ability of many families to carry. 

Last year the Congress amended the law to make title I available to new house 
owners only after a 6-months occupancy. We believe that your committee might 
find it advisable to reexamine this provision to determine (1) whether it ac- 
complishes the purpose for which it was intended, and (2) whether it is unneces- 
sarily discriminatory against new homeowners who, by reason of this restric- 
tion, are forced to finance home improvements through other more costly channels. 

This program has heen in effect for 20 years and has become an accepted method 
of financing home repairs, as much as the mortgage insurance and guaranty pro- 
grams of FHA and VA are now accepted by most lenders. We believe that it 
would provide more stability to the program and to home modernization if the 
title I program were made permanent instead of a periodical renewal of the pro- 
gram by legislation. 

We do not want to be misunderstood in making these recommendations. Of 
primary importance is the extension of the title I program. Our suggestions for 
amendments would however, we believe, improve the program. 


PUBLIC HOUSING 


In the past, an authorization for public housing has been on the statute books 
and the issue of the number of units to be approved has arisen each year under 
appropriation bills for the Public Housing Administration. 

Because the authorization existed, we are confident that many Congressmen 
supported the appropriations for a limited number of public-housing units only 
because they felt there was a moral obligation of the Government to provide 
such funds. 

Your committee, however, has a much greater problem to consider in connec- 
tion with H. R. 5877. It is no longer a question of a moral obligation to provide 
funds for an authorized program. You, as a legislative committee, must decide 
whether or not additional authorizations should be granted to continue this 
program. Without such authorizations the programs ends. 

A thorough study of the public-housing program will, we are confident, con- 
vince your committee that a continuation of the. program cannot be justified. 
Such a study will reveal that public housing is not serving the purpose for which 
it was intended; that it is more costly than anticipated by Congress; and that 
it is political housing. 

Without reiterating the arguments against public housing made in the past, 
we want to emphasize that your committee has a much greater responsibility 
than appropriations committee have had in the past. You must decide whether 
socialistic housing is to remain part of our Government policy or whether the 
program is to be terminated as an unsuccessful experiment. 

This association and its members urge your committee to permit the public 
housing program to terminate. 

Respectfully submitted. 

H. R. Norruop, 
Ezvecutive Vice President. 


STATEMENT OF ELEANOR M. HADLEY, WASHINGTON REPRESENTATIVE OF THE A MERI- 
CAN ASSOCIATION OF SOCIAL WORKERS ON H. R. 5827 anv H. R. 3919 


Ever since passage of the Housing Act of 1949, we have all been fond of talking 
in terms of a decent home for every American family. Last year in his special 
housing message, President Eisenhower declared: 

“The development of conditions under which every American family can obtain 
good housing is a major objective of national policy. It is important for two 
reasons. 
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“First, good housing in good neighborhoods is necessary for good citizenship 
and good health among our people. 

“Second, a high level of housing construction and vigorous community develop- 
ment are essential to the economic and social well-being of our community. 

“It is, therefore, properly a concern of this Government to insure that oppor- 
tunities are provided every American family to acquire a good home.” 

It is one thing, however, to have goals; it is another to achieve them. We of 
the American Association of Social Workers would like to direct the attention of 
the committee to the tough, hard parts of the housing picture: housing for low- 
income persons ; housing for minority groups; housing for the aged; housing for 
migratory agricultural workers. To do something toward providing these fam- 
ilies the “opportunity of acquiring a good home” is not easy. 

Low-income.—Some 15 million American families have incomes under $3,000 
a year. To date the housing industry of the United States has had great diffi- 
culty in attempting to serve this group. In fact, we would probably have few 
critics if we said flatly that the housing industry has not been able to house this 
group. The “why” of this phenomenon is not up to the social-work profession 
to explain. That belongs to economists and members of the trade. But it is 
observable fact that in contrast to the magnificent performance of other sectors 
of the American economy which are able to serve all income groups, the “prod- 
ucts” of the housing industry are sharply skewed to the upper income groups. 
Typical of what other sectors of the economy do is the clothing industry. The 
clothing industry produces dresses from $3 to $300. Everyone in the United 
States has the opportunity to be well-dressed, but a large proportion of the 
families of the United States, some 30 percent for income reasons, do not have 
the opportunity to be well-housed. Their earnings are not high enough to pur- 
chase what the market offers. 

Minority families.—Over 5 million American families are members of minority 
racial groups. Some 4 million families are Negro; some 1 million are Americans 
of Mexican ancestry ; some 40,000 are Americans of Japanese ancestry ; and some 
35,000 are Americans of Chinese ancestry. Many of these families are also low- 
income families; but many of them with fully adequate income face acute hous- 
ing problems simply because of the color of their skin or the shape of their eyes. 

From the foregoing it would seem appropriate to conclude that roughly 16 
million American families have housing problems, which is to say, some 40 per- 
cent of the families of our country. Not glib goals but action toward housing 
this group with some decency would appear to be urgently called for. 

Low-income and minority families, Chicago experience.—The Chicago chapter 
of our association reports that housing in that city continues one of their 
major social problems. The census of 1950 indicated that 20 percent of the 
housing of the city was substandard. Between 1950 and 1954, 56,157 units of 
housing were constructed; in the same period, population increased by 168,038 
of which 123,563 were nonwhite and 44,475 were white. Study of these figures 
indicates that new construction has just barely kept pace with population 
growth and has done nothing to reduce the proportion of substandard housing. 

Much of the substandard housing revealed by the 1950 census was seriously 
substandard. For example, the census indicated that close to a quarter of the 
nonwhite population was living in houses without water; that between a 
quarter and a third were living in houses with no inside plumbing. [Norre.— 
There is some overlap in these two groups.] The economic base for this un- 
fortunate circumstance is revealed in the findings of a special field study 
undertaken by the Census Bureau on the basis of a 90,000 family-unit-sample 
in 1953. This sample was drawn from the ill-housed group as revealed in the 
1950 census. The findings of this study, as contained in the 1953 report of 
the Chicago Housing Authority, indicate that the rental payments of which 
this group was capable ranged from $25 to $65 a month. Decent housing at 
these rentals for family groups in Chicago has simply not been available. 

AASW views on H. R. 5827.—Not because we are unalterably wedded to 
public housing, but because so far as we have been able to perceive public housing 
to date has proved the one means of getting decent housing to the low-income 
groups, do we of the American Association of Social Workers want to see a real 
program of public housing. We are anxious to take the President’s housing 
message of 1954 seriously and see a program develop which will provide every 
American family the opportunity to acquire a good home. We are pleased to 


1Selma F. Goldsmith, Income Distribution in the United States, 1950-53, Department of 
Commerce, Survey of Current Business, March 1955, pp. 15-28. 
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note that Housing Administrator Cole recognizes that at the present time public 
housing represents the one proven device for housing low-income groups. In an 
address before the National Housing Conference June 8 following passage of the 
housing bill in the Senate, he stated: 

“However, this proposed step-up in public housing units didn’t make me un- 
happy. I’d much rather start out on the high side with public housing this 
year than to open the season with another zero. But we still have to convince a 
majority of the Congress that more public housing is needed, and that has never 
been easy. 

“I’d like to give you the basis of our thinking behind the administration’s pub- 
lic housing recommendation. This administration is convinced, and I am con- 
vinced——and it is no secret I had to be convinced—that additional public hous- 
ing is absolutely essential for carrying forward the President’s comprehensive 
housing and urban renewal program. Public housing is not just something we 
would like to have—-it is something we have to have. 

“This doesn’t mean I have suddenly become an all-out public-housing en- 
thusiast. I think there are other things we can and should do, short of subsidy 
and governmental control, to provide decent housing for a great many of our 
lower-income families. 

“But we don’t have these alternatives now. And it is quite evident, as we 
knew from the start, that it will take time and experimentation to develop them. 

“But we do need decent housing for low-income families, and we need it now. 
And we want something more than an authorization. We want housing that 
will, in fact, get built and made available for the communities and the people 
who need it.” [Italics supplied.] 

AASW is not of the view that H. R. 5827 with its provision for 35,000 units of 
public housing and restricted as to the terms under which these units can be 
sought, by any stretch of the imagination comes to grips with the problem. To 
have 15 million families with incomes under $3,000, the largest proportion of 
whom we known to be ill housed, and to talk of a public-housing program of 35,000 
units for 2 years with limiting restrictions is to make no sense at all. There is an 
absurd disparity between the magnitude of the problem and the solution proposed. 

Perhaps it may be argued by some administration spokesman that section 221 
of the Housing Act of 1954 with its provision of mortgage assistance on low-cost 
ownership housing is a key part of the administration’s program for housing the 
ill housed. In his housing message last year, the President described this pro- 
vision in these terms: 

“The successful development of this program will afford a much greater pro- 
portion of our lower income families an opportunity to own or rent a suitable 
home.” 

The striking thing about the record on this section is that not a single appli- 
cation for mortgage assistance has been filed under it. It accordingly does not 
appear to us to hold particular promise of being a valuable adjunct or substitute 
for low-rent housing. 

AASW public-housing proposals—Because of the millions of American fam- 
ilies inadequately housed through inability to purchase either the rental or 
ownership housing being put upon the market, the AASW strongly urges this 
committee to propose a public-housing program which will be a start toward pro- 
viding every American family the opportunity to obtain a decent home. We 
strongly hope that this committee will be willing to be as bold as was the 
Congress when in 1949 it authorized up to 200,000 units of public housing a year. 
Also, we hope that this committee will disapprove the restrictive provisions 
attaching to public housing in H. R. 5827. Public housing needs to stand on its 
own as it did in the Housing Act of 1949. Further, and very importantly, it 
needs to be programed over several years for such is the only way it is possible 
to administer it. Mr. Cole has publicly stated: 

“We want to go to communities with a pledge of assistance that they can count 
on and plan on-—not just this year, but for next year and the year after.” 

Aged.—We wish to commend Congressman O’Hara on introducing H. R. 3919 
to establish a program for the housing of elderly persons of low income. We 
feel the O’Hara bill performs the very useful and necessary function of directing 
the Nation’s attention to a problem which has scarcely been recognized to date. 
It is our understanding that Congressman O’Hara introduced his bill more to 
call attention to this problem than to provide the definitive answer to it. Our 
reservation, and it is a real one with H. R. 3919, is that it speaks of “projects” 
for older persons. We would not want to see an expanded program of “old folks 
homes” springing up all around the United States. We believe the experience 
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available in this country and the broader experience obtained abroad indicates 
that it is clearly desirable to avoid segregating older persons off into separate 
projects. To borrow a phrase, we are “for separation but not segregation.” 

We note that Congressman O’Hara proposes 50,000 starts annually over a 
4-year period. We believe there may well be a need for this scale assistance, 
but we would observe that public housing for the aged needs to be considered in 
proportion to public housing for all other sectors of the populace. It would be 
disproportionate to provide 50,000 units for the aged and, say, 100,000 for all 
others. 

Migranis.—Migrant agricultural workers represent the lowest stratum of em- 
ployed workers in the United States. They have acute need of decent housing. 
Their problem has not even been seriously explored. It is the hope of the Ameri- 
can Association of Social Workers that this committee, cognizant of the desperate 
housing needs of these 300,000-400,000 American workers, will call upon the 
Housing and Home Finance Agency and the interdepartmental President’s Com- 
mittee on Migratory Labor which has a subcommittee on housing to lay before 
it in January specific, concrete proposals for enabling this group of American 
citizens to enjoy the opportunity of acquiring decent housing. 





STATEMENT OF Mrs. JENCY PRICE HousrerR, NATIONAL ORGANIZER FOR THE CAUSE OF 
Housing DESIGNED FOR PERMANENT OCCUPANCY BY SINGLE PERSONS, WASHING- 
Ton, D. C. 

SUGGESTED ADDITION TO BILLS 8. 1800 AND H. R. 5827 
AN ACT To establish a program for the housing of mature single persons 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Congress hereby finds and declares 
that— 

(1) In many areas of the country there is not an adequate supply of suit- 
able and safe housing for mature single persons; 

(2) The lack of properly constructed dwelling units designed specifically 
for single persons, if not overcome in time by a self-help program is likely to 
cause an increase and spread of diseases which are characteristic of the 
elderly, thereby crowding hospitals with elderly persons under conditions 
of idleness; 

(3) This situation constitutes a reproach and possible menace to the 
present and future health, safety, welfare, happiness, and comfort of our 
people and is often detrimental to property values in areas where it exists; 
therefore 

(4) The Federal Government should take immediate steps to assist in 
alleviating and preventing this situation by providing a national revolving 
fund loan of $10 million to initiate and encourage self-help housing specifi- 
cally designed for single persons. 


THIS SITUATION CouLp BE PREVENTED—PuBLIC HousiIne Evicts LONE OLDSTERS 
(By Bud Weidenthal) 


Alone and worried, a 66-year-old widow faces eviction from her public housing 
apartment. She has no place to go. 

Mrs. Marie Staten must give up her three-room suite in the Valleyview Homes 
project because the law rules out single persons in public housing. 

Ernest J. Bohn, housing authority chief, said today that Mrs. Staten’s plight 
is typical of hundreds of older persons forced by circumstances to live alone. 
“They have a very serious housing problem,” Bohn asserted. 

Mrs. Staten said she has sought vainly for 8 months for a place to move. 

She and her daughter moved into the project at 2529 West Fifth Street 9 years 
ago upon the death of her husband. The daughter left Cleveland to get married 
a year ago and has been able to give scant help since. 

Bohn said that every effort is made to take care of lone oldsters. He said many 
older folks who find themselves alone in the world double up in order to remain 
in the projects. 

“But it is difficult for older persons who are set in their ways,” Bohn said. 


“Sometimes we have to try 3 or 4 times before we can find a pair that can get 
along.” 
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“One thing is certain,” the housing chief asserted, ‘“‘we shouldn’t throw these 
old folks into the street.” 

When the Federal Housing Act was passed, it stipulated that buildings were 
to be occupied by “families—meaning two or more persons.” 

“Since then the one-person family has increased in numbers,” Bohn said. 
“Many must subsist on small monthly public assistance or social-security 
payments.” 





STATEMENT OF Mrs. JeENcY Prick Houser, NATIONAL ORGANIZER FOR HOUSING 
DESIGNED FOR PERMANENT OCCUPANCY BY SINGLE PERsSONS—1955 


Mr. Chairman, my name is Jency Price Houser, national organizer and spokes- 
man for the Cause of Housing Designed for Permanent Occupancy by Single 
Persons, including Residence At Ease Association and its technical advisory staff. 

During the past 8 years we have been active in the development of a mutual 
self-help housing program on a national basis for the purpose of obtaining 
housing designed for permanent occupancy by single persons. 

Now, we have come back to Congress for special assistance and guidance after 
having initiated and sponsored in 1950 the passage of paragraph (g) of section 
213 of the 1950 act and after having presented a statement to you on March 16, 
1954, which was published in the 1954 records of both the Senate and House of 
Representatives. 

Our plan is not to have assistance doled out but to enable single persons to 
provide for their own housing needs in a way that would allow them to live 
on a more practical and harmonious basis. The single persons we represent are 
not asking for charity, but a chance—an opportunity to help themselves. 

We wish to support the housing bills of 1955, which are 8S. 1800 and H. R. 5827 
and request that paragraph (g) of section 213 of the National Housing Act of 
1950 be set apart and expanded so as to occupy its own natural place in the 
Housing Act, and that Congress encourage, recognize, aid, and protect this 
program by establishing a special national revolving loan fund. The National 
Housing Act supports construction of homes for families and apartment houses 
large enough for family units, but there has been very little provision made 
for the single person. There is a definite need for housing for people who want 
neither the high cost of living in a hotel nor the excess space of the normal 
unfurnished apartment. The single persons we represent are willing to help 
themselves if they just get a little assist from the Congress. 

Because of the newness of our program and because the single persons we 
represent are mostly women, many of them beyond 50 years of age, financiers 
hesitate to support it, and therefore, the single persons themselves are afraid to 
advance capital. 

We hold that Congress should therefore encourage this program through a 
special revolving loan trust. 

The granting of a trust loan would endorse the merit of our program and there- 
by open the way for the investment of private capital through the same type of 
guaranty as has been so successfully used in the mortgage-insurance system of 
the Federal Housing Administration. The trust should also be so designed as to 
make this program self-sustaining, with (a) adequate protection to the Govern- 
ment by a specific insurance fund reserve, and (0) by additional protection 
against possible losses, in the form of a cushion of private capital supplied by 
the borrowers themselves through the purchase of units in the trust. The Gov- 
ernment should take such action as would encourage private individuals to lend 
the initial capital of up to $10,000,000 necessary for a start. Should the money 
be loaned by the Government, it could be retired, dollar for dollar, as additional 
private share capital was paid in. (This private share capital could be supplied 
by single persons, as well as other lenders, including States or municipalities. ) 

So far as we know, ours is the only organization devoting itself to the program 
-alled for in paragraph (g) of section 213 of the National Housing Act of 1950, 
and we have been making strenuous efforts against heavy odds for the past 8 
years to carry forward with this program which is so much needed by so many 
persons. 

Single business, professional, and retired women want and need some type of 
rental housing—similar to the Young Women’s Christian Association, whereby 
properties are held in trust by trustees. These women should not be expected to 
become financial experts in order that they may have a permanent place to 
reside. Yet, they are practically forced by the very nature of the housing laws 
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today either to become financial wizards or to give up any hope of obtaining 
accommodation other than what they would not choose except under stress of 
circumstances, 

The citizens for whom we are working are past college age where they might 
have time to specialize in the financial field. Many are women who have 
majored in other fields like teaching or secretarial work. Many are widows. 
Few of these specialized in corporation law and laws governing securities. Thus, 
in order to get housing for which they can afford to pay, they must blindly 
advance money without having real assurance of its safety through their own 
technical precautions. This makes them so hesitant in moving toward a self-help 
project that those technical people who are able and willing to do the work 
involved find themselves ill-supported financialy, and the would-be beneficiaries. 
find themselves assailed by doubts and fears—all tending to slow down progress. 

The time has arrived, in our opinion, for single veterans of World War I (they 
are now nearing retirement age); colleges needing housing for their single 
teachers and students; and our single senior citizens in this country to be united 
for purposes of financing self-help housing for single people. This should take 
care of three needs at once, the union of which would add support to all. 

The revolving trust loan arrangement for which we are appealing would solve 
this problem—because a beneficiary of a trust has no age; he may reasonably be 
replaced a number of times. 

Because mortgages of almost any type are amortized over a period of from 30 
to 40 years, insurance and other lending institutions have in the past more or 
less looked down on or discredited women who are middle-aged or over because 
they think they are poor credit risks. Among other things, they feel that single 
persons are too old to be safe credit risks and will not live long enough to pay 
off mortgages. We found this great obstacle in the minds of prospective sponsors, 
as well as of some Government officials one of the most difficult hurdles for us 
to get over. 

According to our national survey this need for suitable housing for single 
persons has been going on and has been evident for at least 50 years—in this 
Nation which is the greatest and most humanitarian of all nations. 

All over the country there are single women eager to participate in a mutual 
self-help housing program. To us it seems merely human to try and relieve the 
situation, and many single persons have joined with us to help with the organi- 
zational and research work entailed in connection with this blind spot. These 
single women are surely entitled to just an opportuniy or a chance to occupy 
suitahle housing (a permanent home). 

This field is new—different—-and does not elbow any other housing plans or 
¢sroups. Our program is not designed to compete but rather to add to the momen- 
tum of better housing for America. It caters to a group that have never hereto- 
fore been aided or defended in this field. It gives them their first real chance to 
obtain, on a self-help basis, their own specialized housing. It carries with it the 
atmosphere of pure Americanism. It carries with it opportunity for all who aid 
the program. It is an opporunity better than windfall profits, because it is 
constructive, lucrative, and fair to everyone, offering standard fees on the selling 
or leasing of real estate, on architecture, engineering, construction, financing, 
and all the other work necessary to complete any such project. 

There is another point: We see this movement proving to be a preventive 
program in that it will provide housing for some who might otherwise become 
wards of their respective States. We feel that, because of this fact, alone, every 
State should be anxious to help put it into motion. In time, the successful instal- 
lation of this program would actually save State funds—to say nothing of the 
saving of the peace of mind of worthwhile citizens. It is trite, but a fact that 
an ounce of prevention in this case can be worth a pound of cure. The Governor 
of New York State only recently asked for a bond issue of $500 million to be 
spent for the aid of the mentally deficient, many of whom could have been 
prevented from being so classified (and strictly speaking are barely so) if they 
had been given earlier an opportunity through self-help housing to have a place - 
of their own and not be pushed around so distressingly. 

This is a plan to meet new needs, in the same way as the return of a large 
number of veterans from the First World War presented a new social problem 
to the Nation and led to the present highly developed DAV Association and 
Veterans’ Administration. (Had we not had war, there would likely not be so 
many single women.) We believe that these women who are alone deserve 
consideration similar to that given the veterans in the housing field. 
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We propose that accommodation be such that even though the tenancy is 
limited to one room, each tenant will be, to a large extent, her own landlord 
and so can experience the satisfaction that goes with such independence. Pri- 
vacy and undisputed possession will be deeply appreciated by the tenants and 
do much to lessen the strain which, in later life, might lead to the possibility 
of becoming wards of the State. This natural relaxing of tension will be further 
enhanced by the knowledge that companionship whenever desired, can be 
obtained by little more than pushing a button on the same floor. 

Features of living under our plan will tend toward eliminating the nervous 
apprehension common to many single people with no prospect of a permanent 
home, because the understanding is that a tenant can stay on longer than is 
often the case now. There will be a healthful sense of security in being sure 
of one’s own place permanently—even in old age. There will also be the psy- 
chological factor of living with people who know the situation and have, or 
expect to have, to meet such situations themselves sooner or later; there is the 
safety of company for person and property, yet privacy in living, as well as 
the opportunity of going and coming as one likes, with the same freedom as in 
an family. Moreover, club facilities for recreation and other purposes could be 
urranged by the tenants, which is a well-recognized preventive of so-called 
old-age complaints. In a word, ours is a preventive program and not merely a 
curative program. 

It was both heartening, yet discouraging to us to read the publication entitled 
“Standards of Design—Housing for the Elderly’—published by the Massachu- 
setts State Housing Board. The heartening lies in the fact that the State of 
Massachusetts realizes that older single persons do need housing. The discour- 
aging part is that the group between the ages of 30 and 65 are again forgotten 
or left out. A letter accompanying that publication and signed by Harold A. 
McPhetres, director of the Commonwealth, points out that only in cases where 
a qualified veteran is not available is it permissible to house aged couples or aged 
individuals in State-aided projects. 

Mr. McPhetres goes on to state that the Bromley Park project, which is 
federally aided and under the jurisdiction of the Boston Housing Authority, 
does not allow the enirance of “single individuals living alone.” He said that 
he understands that legislation is before the present Congress to permit single 
aged individuals to occupy one-bedroom units in such projects. Again, we 
ask, what about the single individuals living alone—between the ages of 30 
and 65? 

From records of requests of rooms, we believe that there are about 20,000 
single women seeking housing for each million of the hundred million adult 
population. The experience of our organization in Washington, D. C., indicates 
that there are about 10,000 in that city; in Detroit there are about 6,000; and 
in Chicago 10,000. If to this information is added that of special studies about 
the aged population obtainable through clubs and societies, and (most accurate 
of all) through the insurance companies’ statistics (there are 7,500,000 widows 
in the United States, according to the Metropolitan Life Insurance Co.), we 
have a very conservative and factual estimate of 2 million single women in 
America who need housing and would avail themselves of the privilege of 
better housing, should they be given a fair opportunity to acquire it. 

There are just over 400 congressional districts in the United States, there- 
fore, averaging one project for each congressional district, with a few over. 
Is it really too much to expect each Member of Congress to encourage proper 
housing for 200 out of the 5,000 of his constituents who need it? In fact, 
if he did so, this would be housing only about 200 people out of each 400,000 
in population, totaling 80,000 out of 160 million inhabitants. (Since Con- 
gress is so evenly divided between the two parties, this distribution is moreover 
distinctly nonpartisan. ) 

This challenging housing need of single people has been curiously omitted 
from housing debates. We have no doubt at all that there should be housing 
_specially designed for those having passed the age of 30, and so designed that 
the tenant may expect to continue living there in old age. There are definitely 
points where housing designed for single people must differ from other housing 
for families, and we have spent time, energy, thought, and money in develop- 
ing a model design to meet the needs of such people. 

The research to date pertaining to materials, techniques, design, decoration, 
and a mutual form of organization should all tend to make the national 
model not only a building in which to live, but a support of the cause which 
would also encourage and aid indirectly all single persons as well as 80,000 
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directly. Though much of the value of such aid and assistance is intangible, 
giving encouragement, hope, and a spirit of security to deserving citizens; 
there is a definite savings, through mutual self-help, which could hardly be less 
than $1 a for for an estimated 2 million persons through economic parity, and 
$1 a month for the 80,000 benefiting directly. 

We call attention to the fact that to petition for what one needs and 
desires is one of the most patriotic ways we Americans have of obtaining it. 
We understand that Members of Congress appreciate such expresison from the 
citizens. 

We, too, have made use of this system, in our endeavors, to be properly informed 
and guided by single persons needing housing. 

Our cause, though hidden in our hearts for many years, began in Detroit, 
Mich. The first preorgaunizational meeting of the movement was held in 1947 
and the Residence At Ease Association was incorporated on January 9, 1948. 
The association was incorporated as a nonprofit membership association or- 
ganized to study, conduct research, and make surveys with the object in view of 
obtaining residence facilities for professional, business, and retired women. 

We have persevered during the past years, supported by the motto that “In 
God we trust.” We have tried always to follows the law to the best of our 
knowledge, and in times of test we have faced all issues. 

We are unequivocally justified, from every standpoint, in pushing forward this 
good work in view of the encouragement we have received from single persons 
who need housing, as well as from many officials, and civic and religious leaders 
of which the following quotations give some evidence: 

“The housing need in Detroit, in the eyes of Detroiters, is the city’s most 
important single problem, according to a public opinion survey conducted by a 
Wayne University research team.’—Journal of Housing. 


“} have read with interest your document on ‘Housing for Single Women’. 
“The problem with which you are dealing is an important one which fully 
justifies the effort you are making with respect to it. While it is not directly 
related to urban renewal and, therefore, is of no primary concern of our admin- 
istration, it does fit in to an overall housing program and presents one of the 
problems to which we must address ourselves.”—J. W. FOLLIN, Urban Renewal 
Commissioner Housing and Home Finance Agency—March 15, 1955 


Legal opinion.—“T believe your program for meeting the housing problems of 
unattached women is a constructive one. The civic‘need for such housing seems 
beyond dispute and I wish you every success in your efforts to satisfy it.”—Robert 
L. Wright, Washington, D. C. 


“TI could very well write you a letter about the great need of housing for single 
women, because I have constant calls for just such information which I am 
unable to supply. Outside of the very limited facilities for young women, there 
is almost nothing here, and I know of a great many women who have had a 
great deal of difficulty finding places to live.’—Dr. Tracy M. Pullman, Minister, 
Church of Our Father—Detroit, Mich. 


“The last piece of material which you sent me is a rather complete outline of 
the housing problem being faced by single women not only in Detroit but in 
every major city in the country. 

“While this shortage affects thousands of women in terms of total housing 
problems, it tends to be overlooked. It is also true that financing and other 
difficulties have tended to hold up practical developments in this housing area, 
but you are well acquainted with these problems, and much better acquainted 
than I.”—Edward Connor, Councilman, Detroit, Mich. 

(Also leader in housing field.) 


“Thank you very much for sending me the release on Housing Designed for 
Single Persons. 
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“Housing for single women is a subject of primary concern to a large group 
of our people and you and your associates are to be commended for taking these 
pioneering steps in helping to solve the many problems that beset this group in 
the securing of adequate and comfortable quarters. 

“T am looking forward to receiving additional material on this important 
subject.’"—Mary V. Beck, Member of City Council and President Pro Tem, 
Detroit, Mich. 





“This letter introduces Miss Jency Price (Houser), executive secretary and 
secretary of Public Relations of the Residence at Ease Association of Detroit. 

“She is desirous of receiving such assistance and information as you can give 
her with respect to Federal aid for building a residence for business, professional 
and retired women of Detroit. I have personally discussed this matter with 
her and believe the project to be a worthy one. I know that this opinion is 
shared by civic and religious leaders in Detroit. 

“Anything you can do to help her will be deeply appreciated.”—Governor G. 
Mennen Williams, State of Michigan. 





“DEAR SENATOR MCNAMARA: I am enclosing for your perusal a document of q 
great merit, but one which is not apt to draw much attention. The author, 
Jency Price Houser, is a person that I have met on several occasions. She is 
tireless, in her effort to put over what is a great need in America—permanent 
homes for single women. 


“With the ratio now of 7 to 5 and the women living longer, there are bound 4 
to be many thousands of single, self-sustaining women in this country who would i 
prefer to live alone, but there is no adequate accommodation for them. Take 
for instance the Federal housing program. On several occasions I have been P 


asked to intercede for people who are in the housing projects but who became 
single by the loss of a husband or other members of the family and who were 
asked to move. As a matter of fact, I had a case just last week when * * * 
spoke to me about his mother who is in the Parkside project. They have ordered 
her to move. I got hold of * * * and he said he would lay it aside for 6 months 
and then take a look at it. This still leaves the mental hazard. 

“It is my opinion that single women are inarticulate when it comes to their 
own self-interest in matter of this kind. Someone ought to champion the single 
women and their need for permanent housing because 2 out of 7 and maybe more 
are destined to lead a lonely life and I know of no man more capable or better 
fitted than yourself to champion this great but neglected cause. 

“With kindest personal regards.” ; 

FRANK X. MARTEL, 4 
President, Detroit and Wayne County Federation of Labor, Detroit, Mich. 





“Housing, appropriate for single, older women is one of the most pressing 
problems of our times. Your organization appears to be one of the most inter- 
esting proposals made to meet the needs of the older group.”—Wilma Donahue, q 
chairman, Division of Gerontology, University of Michigan, Ann Arbor, Mich. 





o~ 


“Over 35: (To the Editor) Detroit is so in need of a home for women over 35. 
We have the YWCA, Priscilla Inn, Evangeline, League of Catholic Women, but 
women over 35 must vacate them to make room for younger girls. 

“There are many women employed downtown that are unable to find a place to 
live. Many of the hotels are beyond their means. Some of the other hotels are 
not always comfortable or safe for women. Many of the rooming houses that 
would be suitable take men only. 

“Ts there not a way that somehow in this big city a home could be started for 


Q— 9 m= 99 


women over 35?” “Someone over 35.”—Detroit Free Press. 














“Many thanks for the copy of your Document No. 7. I remember you quite 
well and the program you are conducting and, as I explained to you, I am very 
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much in accord with your purposes.”—Walter B. Mills, Jr., president, National 
Association of Housing and Redevelopment Officials, Gadsden, Ala. 


“Your letter interests me not only as mayor but as the father of a single 
daughter living in Washington. I would be glad to have you call on me when 
you are in this city.”.—Roy W. Eves, Mayor, Cumberland, Md. 


“Inadeqiate housing.—The housing situation in Washington and other large 
cities is spawning a vast number of where-else-can-we-go individuals. 

“For an entire decade people have been unable to find satisfactory living 
quarters at rentals they can afford to pay. Scores of thousands have become 
perennial, but hopeless, househunters. Merely tolerating their present living 
quarters. They exist in them without sense of pride, sense of permanency, or 
interest in upkeep and embellishment. 

“True, now apartments are being constructed in suburban area. But these 
rentals are too high for middle and low-income families, and single persons. 
Such apartments merely tantalize, with their display of picture windows and 
cabinet-lined kitchens. 

“Meanwhile, accessible locations for apartments go on festering with dilapi- 
dated shacks, or disintegrate into parking lots. 

“People resent the situation bitterly. But they are powerless. Their very 
frustration is breeding a deep hostility against the powers that allow such con- 
ditions to arise and continue. 

“Such hostility tends to express itself in destructiveness. Who can predict 
the outcome of prolonged dissatisfaction with old, ugly, cramped living quarters 
paid for out of scrimping on food, medical attention, and other necessities ?’—"R. 
W.,” Washington, D. C. (copied from the Washington Post). 


“TI can assure you that many people in this section of the country are very much 
interested in this movement. What is most needed is some way of getting this 
movement in action among the people. I have not met one that has spoken 
against this idea, in fact they are all for it and state that it is about time some- 
body gave some thought to the housing of single people, especially the middle- 
aged or older.”—Mr. Rufus Hodges, Mechanicville, N.Y. 


“As a psychiatrist of many years’ experience in the employ of the New York 
State Department of Mental Hygiene, I am especially interested in the obtaining 
of a proper and healthful environment for young and mature women who are 
away from their home environment, either working to support themselves or 
retired.”’—D. E. 8S. Hellweg, Washington, D. C. 


“Your seventh news letter has reached me this morning, and it is well gotten up 
and presents the subject in a forceful manner. 

“I think your project is commendable and your enthusiasm admirable. I 
think the idea should be promoted, but how to interest the powers that be, I am 
at a loss to visualize.”—Mabel Kerr, Atlanta, Ga. 


“Mr. Philip M. Kaiser, special assistant to Governor Harriman in a survey 
of the problems of the aged, said, ‘There is no place on the American scene for 
an employer attitude which places persons in their late thirties in the aged 
category.” He said that our status as individuals and our well-being centers 
around and our capacity to work. He asked, ‘What will happen to confidence 
and morale, not to speak of our self-respect as responsible, self-supporting 
members of the community, if we are to become too old at the age of 35 or 40” 
He warned that the State must move to prevent ‘mental breakdowns’ and strive 
to reverse ‘a steady and significant increase of the elderly in our State hospi. 
tals.””"—Copied from the New York Herald Tribune. 
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“Congratulations on your efforts to form housing for single persons; . That 
is, indeed, a long-felt want in this vicinity. Were your project introduced here, 


I feel confident it would develop into a great success.”—-Mary Oline Hegg, Minne- 
apolis, Minn. 


“It now looks very much as if our Government will soon become the owner 
of several large housing projects. These houses, or some of them, I think, should 
be leased to older people at a nominal rental figure. 

“To be realistic, our Government would probably realize more out of a housing 
project ‘for older people’ than through any other plan that could be devised.”— 
C. P. Robertson, Stoneville, N. C. (copied from the Christian Science Monitor). 


“IT have for some time been very much interested in building rental housing 
for California’s old-age pensioners. I have gone so far as to select a site for 
my project and have done some designing and planning for it. I have, however, 
met with little encouragement from lenders. I have discussed it at length with 
FHA to no avail and have talked with savings and loan and other sources of 
conventional lending with no success. I would be interested in hearing what 
your group has accomplished along this line.’—Lucile R. Yates, president of 


Women’s Committee, National Association of Home Builders, Sherman Oaks, 
Calif. 


“T am one of a large and terrified growing group past the ‘great divide’ of 
65 years. We shall continue to ‘snowball’ as it were each passing year. And 
we are beginning to wonder in a helpless sort of way where we shall live and 
how. Very many in this category have known better days, and have, repre- 
hensibly perhaps, but naturally, the desire to live as comfortably and ‘genteelly’ 
as possible within reasonable limits. This need will become more urgent every 
year.”—M. M., Manhattan, N. Y. (copied from the New York World-Telegram). 


“Special housing program sought to comfort aged.—A special program of 
housing for the Nation’s elder citizens, particularly those who have to live 
alone, has been proposed by John Carroll, vice chairman of the Boston Housing 
Authority. 

“Mr. Carroll, whose studies of the problem indicate that 8.8 of every 100 
persons in Connecticut are aged 65 or older, points out in a report placed before 
Congress that no new private rental housing is being made available to the 
elderly and there is ‘no evidence of any interest’ by private enterprise in such 
housing. 

“Mr. Carroll, who has given years in trying to help those of low income and 
the underprivileged, says there is ample evidence that large numbers of oldsters 
live in decrepit Boston-area rooming houses and that tremendous sums in 
Federal, State, and local taxes, paid to old-age assistance recipients for housing, 
are actually subsidizing slums, substandard dwellings and rundown boarding 
places. 

“In every city, the elderly are ‘jammed’ into ramshackle housing for which 
they pay enough to meet the rent for decent federally aided housing similar 
to that available to others. The aged can’t qualify for existing Federal housing 
in most instances, Mr. Carroll said, because most of them are alone. Conse- 
quently, they are forced to live in hotels. 

Mr. Carroll’s figures indicate that New Hampshire at 10.8 percent, has the 
largest proportion of New England’s past 65’ers. This ratio, almost equaled in 
Vermont and Maine, is relatively high nationally, for Connecticut’s, even though 
lower, is exceeded in few States outside New England. 

Social security and private pensions have been moving forward, Mr. Carroll 
says, but housing for people old enough to collect benefits is not keeping pace. 
“All this progress comes to naught,” he observes, “if the pension recipient still 


has no decent house in which to spend his declining years.” By William A. Gar- 
rett of the Hartford Times. 


“There are Many, many widows in Phoenix and most of them are looking for 
a smaller place when they sell their homes.”—Mrs. Barton K. Yount, Phoenix, 
Ariz. (widow of Lt. Gen. B. K. Yount). 
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“I came to Washington in 1920, and from the time of my arrival as a young 
girl, I have found living conditions intolerable, and I still am not satisfied with 
my present living quarters. In the year 1950 I was turned out three times. I 
walked the streets for hours and hours, on my own leave, until my feet ached. 
When I told the landlord I was single, he told me they didn’t rent to single people. 
A single person has to pay as much as a couple or family for an apartment. 
There were various reasons why I had to move, among them being—the house 
was being sold, I used too much water, house was cold, no hot water, no privacy 
(no lock on the door because I was told private homes are not allowed to lock 
bedroom doors due to fire regulations), and so forth. On one occasion I had a 
large sum of money stolen. 

“T have been put to a great deal of expense in looking for a place to live, and 
moving, not to mention the leave I have taken from my work and the incon- 
venience caused my employer, the Government, so I have decided to stay and 
continue ‘camping out’ where I am until (I hope and pray) such a place as 
Residence at Ease is built.’”—-Agnes Sutphin, Washington, D. C. 


“Thank you for all the letters. Bulletin No. 5 is very interesting and full of 
hope for older women. What magnificent organizational job you have done. I 
heartily agree with your statement about expenditures for mental health in New 
York State. I was, for 10 years, finance secretary for the National Committee for 
Mental Hygiene. A home would have saved many (especially the older women) 
from unkind and often brutal handling at the hands of indifferent and thought- 
less individuals—just a place to be herself, have her own friends, do her simple 
chores in her home, and, above all, belong. Yes, I do want to know more and 
help, if I can, and I believe I can.”—Alice M. Bradford, New York City, N. Y. 


“* * * social change is helping to strengthen the housing demand. More 
older couples and individuals are coming into pensions and social-security bene- 
fits. Generally, they want places of their own. They dislike living doubled up 
as much as do the newly marrieds. 

“In this country there has long been a strong tendency to avoid living with 
in-laws, and in recent years this has been strengthened by findings of sociologists 
and psychologists which show that much domestic conflict arises from double 
household arrangements. Moreover, recent trends toward larger families have 
made this kind of living more difficult. 

“Some realistic looking ahead is needed to find how the house of tomorrow can 
meet Americans’ psychological as well as material needs * * *,”—Malvina Lind- 
say, Washington Post and Times Herald. 


“Thank you for your letter of recent date. I am glad to note that you are 
sponsoring a program intended to help single persons in need of housing. We 
would be very interested in such a program and when you come to this city I 
suggest you call my secretary. We will be very happy to see you here at city 
hall.”—Mayor deLesseps S. Morrison, New Orleans, La. 


“The career woman who has no family, faces a special problem in looking for- 
ward to retirement. A career woman needs to assure her own maintenance, 
and I think that more than ever we need homes to which able-bodied and earning 
women may contribute and then enter when they need that kind of living” (copied 
from the Chicago Daily Tribune). 


“I read your material as it comes along with a great deal of interest. I am 
constantly impressed by your persistence and consistent followup of any possi- 
bilities to improve the housing situation of single women, particularly business, 
professional, and retired individuals. This seems to be in line with a tremen- 
dous need, since so many single women are going to be those who make up the 
major part of our older population and anything which provides for privacy and 
comfort at a reasonable cost is indeed an answer to a very baffling problem.”— 
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Ollie A. Randall, consultant on services for the aged with the Community Service 
Society, New York City, N. Y. 


When speaking to a large group in Detroit, Frank Lloyd Wright, the world’s 
most noted architect, said, ‘This is an American grassroots movement.” 


“Each of your newsletters has served to increase my interest and enthusiasm 
for the national movement of housing single persons. 

“Introducing the idea to friends and acquaintances has been a pleasure, they 
accept it with such sincere attention, likely an old story to you but nevertheless 
a source of joy and satisfaction. 

“Eleven years’ experience with public housing has conditioned me to limited 
acceptance when individuals or groups meet the program for the first time. But 
a peek at the plan for housing for self-supporting single persons produces such 
keen interest in the idea that certainly the long look will bring many enthusiastic 
supporters and participants. 

“IT am eager to learn more and to have a part in developing this housing 
program.”—Mrs. Jean C. Cutler, management adviser, Housing Authority of the 
City of Pittsburgh, Pittsburgh, Pa. 


“As you undoubtedly know, Mrs. Houser, California has grown more than 4 
million people in the last 12 years. Consequently, housing needs in all parts of 
the State have been, and are at the present time, critical.”—From the office of 
Gov. Earl Warren, State of California. 


“Recently, 1 read one of your bulletins on Housing for Single Women and 
wonder if it would be possible to place my name on your mailing list to receive 
such bulletins as they are issued and any other material pertinent and available 
with reference to such housing. 

“At present I am secretary in Los Angeles civil service. I am 50 and expect 
to retire at 65 on a small pension, probably $75 or $80 per month. I would like 
to feel that I had a place to call my own so that I could live on such a small 
pension.”—Mrs. Mary B. Davis, Los Angeles, Calif. 





“In studying this question of what such a program means to single women, it 
is thought that probably the first reaction is a feeling to hope. It is a very per- 
sonal hope, a vision of a faraway future in comfortable and attractive surround- 
ings plus a feeling of security for aging years. We can by this project, I believe, 
produce something worth living for, something that will outlast our years and 
enrich the lives of future generations. We have the opportunity to share in a 
distinctive contribution to the women of tomorrow.”’—Pearle Cooper, lawyer, 
Washington D. C. 






















“T read with much interest Document No. 7 in which you presented very ably 
the housing needs your group is attempting to fill, and what you have done toward 
bringing this project to fruition. 

“As you know, I have followed with lively sympathy the progress you have 
made over the years through Miss Kran one of your most loyal and tireless 
workers. I only wish that circumstances made it possible to be of material 
assistance to your hardworking group. 

“T hope that your dream will soon be realized and that your first building will 
be started before very long. The plans for the buildings on which you have 
touched are progressive and well thought out.”—Dr. Harald A. Rehder, Smith- 
sonian Institution, Washington, D. C. 
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“Old folks need own place: * * * I believe the general testimony is that 
elderly persons are better satisfied in a place of their own than they are living 
as subordinates in their children’s homes. They need to keep busy, and to retain 
a sense of independence to avoid the doldrums of just hanging on.” 
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Miss Haworth quotes Mr. Clark Tibbits of the Department of Health, Educa- 
tion, and Welfare as follows: “Contrary to widespread belief, aging people do 
not, as a group, want to live with their children. A living together arrangement 
isn’t too healthy in any case * * *. As a person ages, he should develop a way 
of life in which he is not emotionally or financially dependent on his children.” — 
Mary Haworth’s Mail, the Washington Post and Times Herald. 


“Yes, indeed, there is a very great need for housing for older unmarried 
women in Boston.”—Mrs. Hazel I. Gormley, director of Boston Young Women’s 
Christian Association, Boston 16, Mass. (the First YWCA in America). 


“A $15 million fund was allocated today for study of what may be the greatest 
health problem facing mankind-—mental illness. 

“The grant was announced by the Ford Foundation, which said about half 
the hospital beds in the United States now are occupied by mental patients. 

“Care and treatment for the mentally ill costs Federal and State governments 
alone more than $1 billion annually,” said a statement by foundation President 
H. Rowan Gaither, Jr. 

“Yet, less than 1 percent of this sum currently is being spent for research on 
the prevention and cure of mental illness.” (Copied from the Washington Post 
and Times Herald, May 8, 1955.) 


Eiderly new generation.—A Yale physician says it takes more than institu- 
tions to solve the social and personal problems resulting from the increase in the 
Nation’s aging population. 

Ira V. Hiscock, professor of public health and chairman of the public health 
department at Yale said apartment projects, group homes, residence clubs, and 
similar arrangements are needed to integrate this new generation of elderly 
people into our social and cultural life. 

“Older people can lead more satisfying lives, with meaning for them and 
their families, despite physical and psychological limitations, if the community 
provides esential economic and social oportunities” Dr. Hiscock said. 

“The ‘most crucial’ opportunities that must be provided for older people,” 
he said, “include those for employment, economic security, medical, dental, and 
nursing care, recreational and spiritual resources, and special housing with 
proper living arrangements.” 

He said the resources for meeting the problems of the aging population have 
not yet been made available by the Federal, State, or local governments. 

He pointed out that contributions toward the problem offered by Connecticut 
are too limited for * * * homes for the aged, and noninstitutional living ar- 
rangements.—Rocky Hill, Conn. (Copied from the Christian Science Monitor.) 


Business Women Discuss Housing.—Proposals for a local cooperative housing 
unit for single women were considered Saturday afternoon at an informal meet- 
ing of businesswomen. 

Miss Ruth Lewman, chairman of the Indianapolis Business and Professional 
Women’s Club cooperative housing committee headed the conference, which was 
attended by 18 representatives of BPW chapters, women's service groups, and 
professional associations. 

Miss Lewman’s idea of housing for single women who work is a cooperative 
dwelling unit with private room or apartments and community dining rooms, 
lounges, and shops. 

A preliminary survey of BPW members indicated strong interest in such a 
project. 

Women attending the meeting favored a long-range program with individual 
participation and group sponsorship. 

All the women at the meeting agred that lack of such housing is a community 
problem. (Copied from an Indianapolis, Ind., newspaper.) 


“I like the vastness of your project. A big vision is always interesting. View- 
point has its difficulties and everything had to be tried and proved just as we 
went along. Nevertheless, the scheme went steadily forward, because it had 
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behind it intelligence, enthusiasm, and good will united to achieve a good purpose. 
To borrow a phrase from the Psalms, a right idea, like the word, may be said 
to be ‘settled in heaven.’ That is the pledge of its success on earth. We wanted 
to bring somehing of the sense of home to a world suffering desperately from 
homelessness. We also wanted to make some recognition of the rights of 
women workers as homemakers. They serve their communities the world over 
in all sorts of capacities; surely they deserve the opportunity to express their 
individuality in homes where they can ‘rest at ease.’ Freedom, privacy, and 
comfort coupled with suitability and beauty stimulate one to new thoughts and 
fresh activities. All this, we in our small beginning felt was needed. How 
splendid it is to feel that you across the seas have the same objects. With all 
my heart, I wish you the fullest possible success”—Miss J. M. M. Cunningham 
Founder of the Viewpoint Housing Society, Ltd., Edinburgh, Scotland. 


“* * * Tt has been an amazing revelation to me to learn of the tremendous 
efforts which have been expended by a small group of dedicated people in cham- 
pioning the cause of housing specifically designed for occupancy by single persons. 

“It is my considered opinion that the great amount of research and planning 
which has been accomplished would, if conducted by a government authority, 
have cost the taxpayers many iniilions of dollars. 

“It is my earnest hope that you may achieve due recognition by the Congress 
of the urgency for further action in this splendid cause’—George BE. Lorentz, 
Accountant, Washington, D. C. 


“IT would like to take this opportunity of putting in a word for your housing 
program for single people. 

“As a builder, it has been impressed upon me, that housing of this nature is 
urgently needed. I have looked over the plans for apartment housing for the 
above-mentioned people, and believe you really have something. I am certain 
it is worthy of the full attention of the 84th Congress, and sincerely trust it 
may adopt a favorable attitude toward the same.’—J. K. Mcintosh, Sun Con- 
struction Corp., general contractors, Chevy Chase, Md. 


“Probably there is no single concrete object in our civilization that tells more 
about a man, his country, or his economy than does his home. It is at the very 
center of man’s social and economic life. It often forms the material base on 
which man’s moral life develops.”—Cooperative Housing in Europe, a con- 
gressional report. 


“T have followed for several years your efforts to obtain housing for single 
women. I believe there is a definite need for housing for people who want 
neither the high cost of living in a hotel nor the excess space of the normal 
unfurnished apartment. The women you represent are willing to help themselves 
if they can just get a little assist from the Congress. I wish you the best of 
luck on your legislative efforts for the coming year.’—Tighe E. Woods, May 3, 
1955 (our former National Housing Expeditor). 


Summary.—tThe purpose of the foregoing suggested addition to bills S. 1800 and 
H. R. 5827, and the supporting statement, is to inform Members of Congress as 
fully as possible about a great need, so that they can allow for the expansion 
of a workable program. Such support from the Congress will enable us to serve 
many single persons (men and women) of all income levels; but particularly 
for the great middle-income group. 

We realize that if our efforts are to succeed, immediate help is needed, on the 
lezislative level, so that all the good that has been accomplished during the past 
8 years can be saved and preserved for posterity. We believe that each Member 
of Congress will see this as we do. 

We, the pioneers of this movement, feel that we are deserving of sufficient 
encouragement and financial aid, on a loan basis, to protect us and help us carry 
forward in this work of obtaining proper housing for single persons. 


(Mrs.) JeNcy Price Houser, 
National Organizer, Housing for Single Persona. 
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TUESDAY, JUNE 7, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met at 10 a. m., Hon. Brent Spence, chairman, 
presiding. 

Present: Chairman Spence and Messrs. Brown, Patman, Multer, 
Barrett, O'Hara, Mrs. Buchanan, Mrs. Sullivan, Mr. Fountain, Mrs. 
Griffiths, Messrs. Vanik, Davidson, Bell, Wolcott, Talle, Kilburn, 
Betts, McVey, Hiestand, and Nicholson. 

The Cuarrman. The committee will come to order. We will resume 
the hearings on H. R. 5827. 

Mr. Hallahan, call the first witness. 

Mr. Hatianan. Mr. Franklin Morrison, representing the National 
Savings & Loan League, accompanied by Mr. Harold B. Braman, 
executive manager, National Savings & Loan League. 

The Cuarrman. Mr. Morrison, you may proceed as you desire. 


STATEMENT OF W. FRANKLIN MORRISON, REPRESENTING NA- 
TIONAL SAVINGS & LOAN LEAGUE, ACCOMPANIED BY HAROLD 


B. BRAMAN, EXECUTIVE MANAGER, NATIONAL SAVINGS & LOAN 
LEAGUE 


Mr. Morrison. Mr. Chairman and members of the committee, I am 
chairman of the Federal legislation committee of the National Sav- 
ings & Loan League. I am also executive vice president of the First 
Federal Savings & Loan Association here in Washington, D.C. <Ac- 
companying me is the executive manager of the national league, Harold 
B, Braman. 

We are vitally interested in the enactment of H. R. 5945, introduced 
in the House by the chairman of this committee. 

This bill, if enacted into law, would make the Home Loan Bank 
Board responsible to the President and to Congress rather than to 
another agency. ‘The Home Loan Bank Board serves the home mort- 
gage credit field in roughly the same manner that the Federal Reserve 
Board serves the commercial credit field and the Farm Credit Admin- 
istration the farm credit field. The Federal Reserve Board is an in- 
dependent agency of the Government, and the Farm Credit Admin- 
istration was made an independent agency in 1953. 

The Home Loan Bank Board supervises 11 regional Federal Home 
Ioan Banks which provide home mortgage credit for 4,259 State- 
chartered and federally chartered members. It also examines and 
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supervises approximately 1,650 Federal savings and loan associations. 
The members of the Home Loan Bank Board are the trustees of the 
Federal Savings and Loan Insurance Corporation which insures 
accounts in these Federal s savings and loan associations and a slightly 
higher number of State-chartered savings and loan associations. The 
entire cost of operation of the Home Loan Bank Board, the Federal 
Savings and Loan Insurance Corporation, and the Federal home loan 
banks, is borne by the State-chartered and federally chartered in- 
stitutions that are examined or supervised or furnished home mortgage 
credit. 

At the present time the Housing and Home Finance Administration 
has general supervision and coordination of the functions of the Home 
Loan Bank Board. We have no complaint whatsoever as to the 
administration of that agency in its dealings with the Home Loan 
Bank Board. On the contrary, it has consistently taken a position of 
being cooperative and helpful to the savings and loan industry. But 
we are looking at this from the long-range point of view. The work of 
the Home Loan Bank Board is more quasi-judicial and quasi-legisla- 
tive than administrative, and in the case of this type of function under 
our American system of Government the responsibility after being 
fixed by Congress and the President should lie with the Board and the 
courts and not be shared or affected by an outside administrative 
agency. 

H. R. 5945 would change the name of the Home Loan Bank Board 
to the Federal Home Loan Bank Board, the name under which it 
was created. 

The law, if enacted, would provide for the retirement in 60 days 
after the effective date of its enactment of the entire Government 
capital in the Federal Savings and Loan Insurance Corporation. 
The amount of this Government capital is now a little over $66 million. 

The money to purchase this Government capital would come from 
the Federal home-loan banks who would each furnish for this pur- 
pose an amount equal to 20 percent of the outstanding capital stock 
of such bank on the effective date of the law. In addition, the Federal 
home-loan banks would add approximately an additional $30 million 
to the capital stock of the Federal Savings and Loan Insurance Cor- 
poration and provide for additional increments thereto from time to 
time. Noncumulative dividends would be payable on the stock. The 
dividends may not exceed 15 percent of the premium income but divi- 
dends shall, to the extent funds are available, be declared at a rate 
at least one-half percent greater than the average cost of money to 
the Federal home-loan banks. The control of the Federal Savings 
and Loan Insurance Corporation would remain in the Home Loan 
Bank Board in Washington and would not be altered or changed 
from the way it is today. In other words, the Federal home-loan 
banks would have no control over the Federal Savings and Loan In- 
surance Corporation and the stock is specifically nonvoting stock. 

In the event the committee should wish to attach H. R. 5945 as an 
amendment to H. R. 5827, the housing amendments bill of 1955, I am 
leaving with the committee proposed amendments that would accom- 
plish this purpose. 

The other items in H. R. 5827 affecting the savings and loan indus- 
try directly are contained in sections 14 through 16. 


GEES PRAIRIES Bes 85 aN 


ee 











Wye tyinss rr 


ny 


ALTE ET PME 


HOUSING AMENDMENTS OF 1955 369 


Subsections (1) and (3) of section 14 of H. R. 5827, would provide 
in effect that each member institution should hold capital stock in its 
Federal Home Loan Bank in an amount equal to 1 percent of the 
aggregate unpaid principal of such member’s home mortgage loans. 

As before stated, the savings and loan industry is desirous of seek- 
ing the independence of the Home Loan Bank Board; and under the 
proposed plan the Federal home-loan banks would be called upon to 
purchase the outstanding Government capital in the Federal Savings 
and Loan Insurance Corporation. We would not seek or request the 
enactment of these subsections of section 14 if this committee or Con- 
gress felt that the reduction in the minimum requirements for the 
holding of capital stock in the Federal home-loan banks was any 
deterrent to consideration or enactment of the independence amend- 
ment which is being proposed. 

Subsection (2) of section 14 of H. R. 5827 sets forth an additional 
ground for the termination by the Home Loan Bank Board of member- 
ship in a Federal home-loan bank. We believe the enactment of this 
provision would strengthen the Federal home-loan bank system and 
1s in the public interest and we favor its adoption. 

Subsection (4) of section 14 of H. R. 5827 would permit the Home 
Loan Bank Board to increase the present number of 12 directors to a 
larger number in several home-loan bank districts. In 1 district a 
total of 22 directors would be permissible. Although we consider a 
board of more than 12 directors in general undesirable, and certainly 
a board of 22 directors too large in the case of a Federal home-loan 
bank, we recognize that administrative problems are involved which 
should give the Board authority to provide for adequate workable 
representation of all States within a Federal home-loan bank district. 

Section 15 of H. R. 5827 deals with the authority of Federal savings 
and loan associations and would permit them to make FHA or VA 
insured or guaranteed loans up to the limits permitted for such in- 
sured or guaranteed loans. We favor the enactment of this provision. 

Section 16 of H. R. 5827 would alter the existing provisions for an 
admission fee to be charged applicants for insurance in the Federal 
Savings and Loan Insurance Corporation. The proposed provision 
would require a newly insured institution to pay an admission fee 
based upon the cost of processing insurance applications. We see no 
objection to this provision. 

In conclusion, — to thank this committee for this opportunity to 
appear before it and give you our views. 

(The material referred to by Mr. Morrison is as follows :) 


ATTACHMENT TO STATEMENT BY W. FRANKLIN MorrIsSON, ON BEHALF OF NATIONAL 
SAVINGS AND LOAN LEAGUE—PROPOSED AMENDMENTS SUBMITTED FOR H. R. 5827 


I. Add at the end of section 14 of H. R. 5827 the following new subsections: 

“(5) Renumber section 17 to read section 17 (a). 

“(6) Add at the end of section 17 a new subsection (b) as follows: 

“*(b) The Home Loan Bank Board which was, pursuant to Reorganization 
Plan Numbered 3 of 1947, established and made a constituent agency of the 
Housing and Home Finance Agency shall, from the effective date of the Housing 
Amendments Act of 1955, cease to be such a constituent agency and shall be an 
independent agency (including the Federal Savings and Loan Insurance Corpo- 
ration) in the executive branch of the Government: Provided, That the func- 
tions vested in the Chairman of said Board under clause (2) of the last sentence 
of subsection (b) of section 2 of said reorganization plan are hereby transferred 
to said Board. Notwithstanding any other provision of law, said Board, the 





370 HOUSING AMENDMENTS OF 1955 


Chairman thereof except as herein otherwise provided, and the Federal Savings 
and Loan Insurance Corporation, respectively, shall have and may exercise all 
functions which they respectively had or could exercise, immediately prior to the 
effective date of the Housing Amendments Act of 1955 or immediately prior to 
the effective date of section 101 of the Independent Offices Appropriation Act, 
1955. Said Board shall annually make a report of its operations (including 
those of the Federal Savings and Loan Insurance Corporation) to Congress as 
soon as practicable after the first day of January in each year. The name of 
the Home Loan Bank Board is hereby changed to “Federal Home Loan Bank 
Board”.’” 

IT. Amend section 16 of H. R. 5827 to read as follows: 

“Seo. 16. The National Housing Act, as amended, is hereby amended— 

“(1) by amending subsection (b) of section 402 to read as follows: 

“*(b) (1) The capital stock of the Corporation shall be divided into non- 
voting shares of a par value of $100 each and shall consist of the aggre 
gate amount of stock held by Federal home-loan banks, as hereinafter pro- 
vided. The Corporation shall issue a certificate to each stockholder of 
record, evidencing that such stockholder is the owner of stock of the Corpora- 
tion in the amount shown on the books of said Corporation. No stock of the 
Corporation may be assigned or transferred without the prior approval of 
the Corporation. The Federal home-loan banks shall subscribe and pay 
for such stock as herein set forth: Provided, That the Home Loan Bank 
Board shall have power to establish such procedures as in its judgment are 
equitable in connection with such subscription and payment and in connec- 
tion with the other provisions of thiS subsection. 

“*(2) The original stock subscription for each Federal home-loan bank 
shall be in an amount equal to 20 per centum of the outstanding capital stock 
of such bank on the effective date of this amendment. The Home Loan 
Bank Board may from time to time adjust the amount of stock of the 
Corporation held by each Federal home-loan bank so as to require such 
additional subscriptions as may be necessary to increase such stock by such 
percentage as may be determined by said Board of the excess of the capital 
stock of such bank over the capital stock of such bank on the effective 
date of this amendment. Such percentage may from time to time be in- 
creased or decreased by said Board, but shall be uniform for all of the Federal 
home-loan banks and shall not exceed 10 per centum of such excess. Said 
Board if it finds that the amount of stock of the Corporation held by any 
Federal home-loan bank is in excess of the amount currently required pur- 
suant to this subsection, may in its discretion permit or require the sur- 
render of the excess, or such part thereof as may be specified by said 
Board, and upon such surrender the Corporation shall pay to such bank the 
value of the stock so surrendered, as determined by said Board: Provided, 
That no surrender which would reduce the stock of the Corporation held 
by any such bank below the amount of such bank’s initial subscription thereto 
shall be permitted or required. Where any amount of the stock of the 
Corporation caleulated under any of the foregoing provisions of this sub 
section would not be a multiple of $100, such amount shall be the next highest 
multiple of $100. 

““*(3) The Corporation shall declare and pay annually, out of its net 
income for each year, to stockholders of record as of a record date fixed by 
said Corporation, noncumulative dividends upon its stock at such rate as the 
Corporation shall determine: Provided, That no such dividend shall exceed 
in the aggregate 15 per centum of the premium income of the Corporation for 
the preceding twelve months’ period but such dividend shall, to the extent 
that funds are available therefor, be declared at a rate at least one-half 
per centum greater than the average cost of money to the Federal home 
loan banks upon obligations issued by them pursuant to section 11 of the 
Federal Home Loan Bank Act, as amended, during said twelve months or if 
none were issued during such period then the average cost of money thereon 
during the twelve months’ period ending on the last date on which such obli- 
gations were so issued.’ 

“(2) by amending subsection (h) of section 402 to read as follows: 

“*(h) The Federal Savings and Loan Insurance Corporation shall, on or 
or before sixty days after the effective date of this Act, retire at par all out- 
standing stock held by the Secretary of the Treasury and shall pay to the 
Secretary of the Treasury a return on the average amount of capital stock 
outstanding during the fiscal year 1955 at a rate determined by the Secretary 
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of the Treasury, taking into consideration the current rate on outstanding 
marketable obligations of the United States as of the last day of the sixth 
month of said fiscal year, but prorated for the actual time during the fiscal 
year in which retired that the stock shall have been outstanding at the time 
redeemed.’ 

“(3) by striking section 403 (d) and inserting: 

“*(d) Any institution which applies after the effective date of the Hous- 
ing amendments of 1955 for insurance under this title shall pay, in the event 
its application is approved, an admission fee in such amount as the Corpo- 
ration shall determine, taking into consideration the total cost of processing 
all insurance applications.’ 

“(4) by amending subsection (e) of section 406 by striking the words 
‘Housing and Home Finance Administrator’ and inserting in lieu thereof the 
word ‘Congress’. ”’ 

The CuarrmMan. The home loan bank and the Federal Savings and 
Loan Insurance Corporation were created as independent agencies ? 

Mr. Morrison. Yes, sir. They remained independent until the war; 
when administrative orders destroyed that setup. 

The CuairMan. But it is the judgment of all the savings and loan 
associations that belong to your organization that they should assume 
their original status ? 

Mr. Morrison. Yes, sir; that is correct. 

The Cuatrman. Are there questions / 

Mr. Brown. Mr. Chairman. 

The Cuatrman. Mr. Brown. 

Mr. Brown. What advantage do you have by being independent ? 

Mr. Morrison. We would not. be subject to ‘another administrative 
agency. We would have direct independence. 

The CHatrMan. You would make reports to the President and the 
Congress, and not to other agencies? 

Mr. Morrison. Yes, sir; that is correct. 

The Cuarrman. Are there further questions ? 

Mr. Parman. Mr. Chairman. 

The Cuatrman. Mr. Patman. 

Mr. Parman. You state that the capital for the purposes of the 
home loan bank should be furnished by the regional bi inks, I assume; 
is that right ¢ 

Mr. Morrison. Yes, sir. 

Mr. Parman. How many regional banks do you have? 

Mr. Morrison. Eleven. 

Mr. Parman. The accumulations in your surplus funds of these 11 
banks, where did they get that money? 

Mr. Morrison. From the sale of stock to the associations. 

Mr. Parman. Sale of stock to the associations / 

Mr. Morrison. Stock in the bank; yes, sir. 

Mr. Parman. Do the associations’ get dividends or interest on the 
stock investment ? 

Mr. Morrison. Yes, sir; they get a dividend annually. 

Mr. Paratan. What do they get ? 

Mr. Morrison. It varies with the bank district, Mr. Patman. In 
this district I think we got 214 percent this last year. In the Greens- 
boro bank district. 

Mr. Parman. The home loan banks, regional banks, use that capital 
to make loans to the different savings and loan associations ? 

Mr. Morrison. Yes, sir; that is correct. 

Mr. Parman. Can they multiply that capital in any way ? 
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Mr. Morrison. Only by their own investments, and the requirement 
at the present is that the members of the bank must own 2 percent of 
the outstanding balances of their mortgage portfolios in the bank, 
and that is where the increase in capital comes from. 

Mr. Patrman. Two percent of the outstanding mortgage portfolio? 

Mr. Morrison. Yes, sir. 

Mr. Patman. In other words, $20,000 on a million dollars? 

Mr. Morrison. Yes. 

Mr. Parman. And they have borrowed that million dollars from 
the regional banks? 

Mr. Morrison. No. You mean, to borrow a million dollars ? 

Mr. Parman. No, the local association, in order to be eligible to 
borrow on a million dollars, must have $20,000 reserve, at least, 
invested ? 

Mr. Morrison. Yes, sir. 

Mr. Parman. Now, the regional bank, how does it expand its capital 
to make all the loans it has to make? Can they sell debentures in the 
open market ? 

Mr. Morrison. Yes, sir; they operate in the open market and sell 
debentures, based on their capital reserve. 

Mr. Patman. How much have they expanded on their capital, say, 
up until now ? 

Mr. Morrison. It is very limited at the present time. I can’t 
quote the figures, but it is probably the lowest of any time in the 
System. 

Mr. Parman. Not being familiar with the high or the low in the 
System, would you give me an idea? 

Mr. Morrison. 1 am not prepared to quote figures on that, Mr. 
Patman. 

Mr. Patman. Would you say 2 tol or4to1? 

Mr. Morrison. Qh, it is very, very negligible. 

Mr. Patman. It occurs to me that you should be able to give me 
something. Isit2to1,4to1,6to1,or10tol? 

Mr. Morrison. At the end of the year the members’ subscription, 
Mr. Patman, was $470 million, and the total paid in and earned capital 
was $514 million. 

Mr. Patman, $227 million has been borrowed, and the members’ 
holdings in the corporation was $470 million by subscription. 

Mr. Parman. That still is not clear to me. Let me pick out your 
bank. 

Which is your regional bank ? 

Mr. Morrison. Greensboro. 

Mr. Patman. How much capital stock is paid in by the different 
associations ¢ 

Mr. Morrison. Sixty-three million dollars in capital. 

Mr. Parman. How much have they made in loans? 

Mr. Morrison. It has loaned $88 million, outstanding as of the end 
of the year. 

Mr. Parman. As compared to how much capital ? 

Mr. Morrison. Sixty-three million dollars. They borrowed about 
$22 million. 

Mr. Parman. That is not much over the capital, then, maybe a 
third over the capital, or a little less. 

Mr. Morrison. That is right. 
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Mr. Parman. But they could expand how much on their capital, 
do you know? 

Mr. Morrison. No, I don’t know offhand. 

Mr. Parman. The earnings of these banks, after you pay the peo- 
ple who invested the money, the savings and loan associations, after 
they get their dividends, what happens to the remainder of the 
surplus? 

Mr. Morrtson. It goes into reserves. 

Mr. Parman. Does the Government get anything? 

Mr. Morrison. Not now that the stock has been retired. You see 
the associations own all the stock in the banks. 

Mr. Patrman. The associations own all the stock in the banks? 

Mr. Morrison. Yes. 

Mr. Parman. Where does the Government come in? What does 
the Government get out of it for using its credit? 

Mr. Morrison. It doesn’t use its credit. 

Mr. Parman. Well, you are using $22 million there. 

Mr. Morrison. That is a sale of debentures. 

Mr. Parman. I know, but the Government is behind it. 

Mr. Morrison. It is not Government guaranteed, Mr. Patman. 

Mr. Patman. Just the banks are guaranteed. 

Mr. Morrison. The Government has no capital in the Federal Home 
Loan Bank System. 

Mr. Parman. And the Government doesn’t get anything out of 
these 11 banks? 

Mr. Morrison. That is correct. 

Mr. Patrman. And you are using what has not been paid in divi- 
dends to the respective associations to buy this bank; is that right? 

Mr. Morrison. Well, it would be just used to retire the remaining 
capital that the Federal Savings and Loan Insurance Corporation 
has. 

Mr. Parman. All right. Now, Mr. Morrison, you state you want 
to — independent agency. Independent from whom do you want 
to be? 

Mr. Morrison. We want to be an independent agency from all oth- 
er administrative agencies. 

Mr. Parman. You don’t want to be independent from Congress? 

Mr. Morrison. No, sir. 

Mr. Parman. Or independent from the President? 

Mr. Morrison. No, sir. 

_ Mr. Patman. I notice you refer to the Federal Reserve Board as an 
independent agency. But it, of course, is subservient to, or an agent 
of Congress, and you would expect to assume that same status? 

Mr. Morrison. Yes, sir. 

Mr. Parman. In 1942, before this agency lost its independent status, 
you had a rotation system for the Chairman ? 

Mr. Morrison. The Chairman of the Board ? 

Mr. Parman. Yes; the Chairman would rotate each year. 

Mr. Morrison. He was designated representing the majority party, 
whose members were a majority on the Home Loan Board. 

Mr. Parman. Who was he designated by ? 

Mr. Morrison. The President. 

Mr. Parman. Are you not mistaken about that? I can’t argue with 
you about it because I don’t have the information before me, but I was 
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under the impression that it was just like the Federal Trade Com- 
mission and the Federal Communications Commission, and all these 
other different agencies, that every year the members of the board 
selected the head man, in this case the Chairman. And they alter- 
nated each year. 

Mr. Morrison. I believe, Mr. Patman, he was designated by the 
President. 

Mr. Parman. Is there anyone here who knows? That is a very 
important question. 

What about that, Mr. Hallahan ? 

Mr. Hatianan. That is correct, Mr. Patman. 

Mr. Parman. To serve how long? 

Mr. Morrison. At the will of the President as Chairman. 

Mr. Braman. His membership on the Board would have to be 
approved by the Senate, but as ee ale he would be designated by 
the President. 

Mr. Parman. I know that you think you are right about that, and 
I am not arguing with you because I don’t know, but I just had a 
different idea about it. 

At any rate, I would like to see it like these other agencies used to 
be, independent, all right, but I would like to see the Chairman alter- 
nated every year, regardless of the party in power, and to let the 
three members of the Board rotate. The Chairman designated by 
the members of the Board, and a different one every year. In that 
way you would make it a truly bipartisan board. 

Mr. Morrison. We have no objection to that. 

Mr. Parman. In fact, it would be better for you. You would have 
more of a bipartisan approach, wouldn’t you ? 

Mr. Morrison. I would think so. 

Mr. Parman. Regardless of the party in power, whoever’s turn it 
was to be Chairman would be Chairman. 

Mr. Morrison. Yes, sir. 

Mr. Patman. You wouldn’t object to that? 

Mr. Morrison. No, sir. 

Mr. Braman. May I read from the original text of the Bank Board 
Act, Mr. Patman, referring tothe Chairman? Itsays: 

The President of the United States shall designate one of the members of 


the Board to serve for a term of 2 years, and whenever a vacancy occurs they 
shall be filled by a new appointment— 


and so forth, and then it goes on to say : 
The President shall designate one of the members as Chairman of the Board. 


Mr. Parman. That was passed in 1932? 

Mr. Braman. Yes, sir. 

Mr. Parman. I remember it now. But I was thinking that the 
Chairman was selected in a different way. 

At any rate, when the bill comes up I am going to try to persuade 
Mr. Spence, the author of the bill, to accept an amendment to allow 
the chairmanship to be rotated. 

The CuarrMan. We expect some alternation may occur by reason 
of natural conditions. 

Mr. Brown. What States are covered by the Greensboro office? 

Mr. Morrison. Maryland, Virginia, District of Columbia, North 
and South Carolina, Georgia, Florida, and Alabama. 
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The Cuairman. What interest did the Government get on the stock 
that they owned ! 

Mr. Morrison. The Government has no stock, Mr. Spence. On 
the insurance, they get the same price as the Government bonds. 

The CuairMan. What do they pay, about 214 percent ? 

Mr. Morrison. Yes. 

Mr. Braman. Mr. Spence, at the end of each fiscal year the Cor- 
poration and the Treasury get together and decide how much they 
should receive. It is about 2 percent. 

The CuatrMan. And you merely want the home loan banks to as- 
sume the same position the Government did with reference to the 
ownership of the Federal Savings and Loan Insurance Corporation ? 

Mr. Morrison. That is correct. 

The Cuatrman. And you were originally created as independent 
agencies and you merely want to assume that status again ? 

Mr. Morrison. Yes, sir. 

The CuamMan. Well, I should think there would be many advan- 
tages in being an independent agency. It would give you an impor- 
tance and dignity you otherwise would not have, and it would express, 
in a sense, the great services that these corporations are rendering to 
the people. 

Are there any further questions ? 

Mr. Fountain. Mr. Chairman, out of curiosity more than any- 
thing else, why did Congress take the independent status away from 
this agency ¢ 

Mr. Braman. May I answer that, Mr. Fountain? 

The President of the United States, by Executive order, took the 
independent away in 1942, during the war. The Federal loan agency 
setup, which was a rather loose coordination, was in 1939. Of course, 
they were still able to administer it in quasi-judicial fashion. Then 
the President of the United States in 1942 eliminated the board 
entirely. 

The Cuarrman. If there are no further questions, we are glad to 
have your views, and I am sure the committee will consider them in 
executive session. 

Mr. Morrison. Thank you. 

The CHarrman. Call the next witness. 

Mr. Harxianan. The next witness is Arthur P. Wilcox, chairman 
of the realtors’ Washington committee of the National Association 
of Real Estate Boards. 

Mr. Witcox. Mr. Chairman and members of the committee, I would 
like to introduce Mr. Williamson, secretary-counsel, who will assist 
in answering questions. 

The Cuatrman. You may proceed as you desire. 


STATEMENT OF ARTHUR P. WILCOX, CHAIRMAN, REALTORS’ 
WASHINGTON COMMITTEE OF THE NATIONAL ASSOCIATION OF 
REAL ESTATE BOARDS, ACCOMPANIED BY JOHN C. WILLIAMSON, 
SECRETARY-COUNSEL, REALTORS’ WASHINGTON COMMITTEE 


Mr. Witcox. Mr. Chairman and members of the committee, I am 
Arthur P. Wilcox, chairman of the realtors’ Washington committee 
of the National Association of Real Estate Boards. I am a resident 
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of Rockland, Mass. ; I am general manager of the firm of A. W. Perry, 
Inc., of Boston, connected with several banks, among which is the 
Rockland Savings Bank of Rockland, Mass., of which I am president. 

Our association is composed of over 54,000 realtor members in the 
48 States, the District of Columbia, Puerto Rico, Hawaii, and Alaska. 

We are very pleased to have the opportunity at this time to present 
testimony on the bill before you, and, Mr. Chairman, I would like 
Mr. Williamson to proceed first. 

Mr. Wixiur1amson. The bill proposes a 5-year extension of the FHA 
title I program, so essential to conservation of our neighborhoods and 
the improvement and maintenance of our inventory of existing hous- 
ing. We urge the favorable consideration of this amendment by the 
committee. Last year we shared with the Congress and the public 
the concern over evidence of widespread abuses in the title I program. 
However, administrative regulations issued by FHA in the fall of 
1953, coupled with the changes in the law approved by the Congress 
last year, have succeeded, we believe, in preventing abuses in this val- 
uable program and have restored it to its rightful place as an effective 
weapon in the nationwide attack against the spread of blight and 
decay. 

We do recommend that the committee give favorable consideration 
to the recommendations of the President’s Advisory Committee on 
Housing—page 24, Report of the President’s Advisory Committee 
on Housing Policies and Programs, December, 1953—with respect to 
strengthening the title 1 program by increasing the maximum amount 
of such loans from $2,500 to $3,000 and the term from 3 years to 5 
years. Also, with respect to repair and modernization of multifamily 
structures we recommend a maximum of $10,000 per structure, or 
$1,500 per unit, whichever is greater, and a maximum of 10 years 
instead of the 7 years as provided in the present law. We believe 
that such changes would encourage the improvement of much of our 
housing inventory and would assist in restoring many neighborhoods 
to sound, healthy condition. Federal loans and grants at best can deal 
effectively with only a fraction of the Nation’s total slum and blight 
preblem. It is equally as important to prevent the decay of housing 
as it is to remove slums. Only through a many-pronged effort will 
the Nation successfully meet the challenge expressed so dramatically 
by the President’s Advisory Committee that at the 1953 rate of slum 
clearance and demolition the job of eliminating slums will take over 
200 years—page 111, ibid. 

We urge the extension and expansion of the title 1 program as one 
of the major weapons in the nationwide effort to improve family liv- 
ing conditions in our neighborhoods and our cities. 

Maximum mortgage amounts for multifamily programs: We en- 
dorse the provisions of the bill increasing the maximum mortgage 
amounts for the FHA multifamily programs from $5 mi’:ion to $12.5 
million, and the limitation on the latter to the aggregate amount of 
any commitment or commitments issued and outstanding under the 
particular section at any time with respect to a project or projects in 
the same housing market area and involving the same mortgagor. 

Section 220, rehabilitation: We also endorse the increase in the 
maximum mortgage amount under section 220, rehabilitation, for 
private mortgagors from the present $5 million to the $50-million 
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limitation which is applicable now only to publicly supervised mort- 
gagors. The basis for this change is that the control exercised by 
FHA over private mortgagors makes unnecessary the difference in 
mortgage amounts as between private and public mortgagors. 

Before leaving the section 220 program, we want to express our con- 
fidence in the ultimate success of this program which, as the committee 
know, is designed to make mortgage insurance available for rehabilita- 
tion of existing properties and new construction in older areas under- 
going urban renewal treatment, federally assisted, uder the Housing 
Act of 1954. The program did not get off to a quick start, and this is 
understandable realizing that the philosophy underlying the program 
is one of greater acceptance by local governments of their responsi- 
bility for housing code enforcement. Many communities have had to 
appeal to their legislatures for authority to promulgate the proper 
housing codes; others have dragged their feet, not sure of just how taut 
the purse strings were on the Federal grants for urban renewal. How- 
ever, we Want to express 1 word of caution over increasing the maxi- 
mum mortgage amount on section 220 loans to $50 million. We trust 
that this will not be construed as congressional sanction of the mass 
demolition approach to urban renewal. Such blockbuster methods 
unduly emphasize new construction as the principal or major objective 
of the section 220 program. Instead, we hope the Congress will under- 
score the primary role of the section 220 program as the rehabilitation 
of existing properties within a defined urban renewal area. We have 
urged the FHA to show a greater appreciation of the tremendous po- 
tentiality of this section in accomplishing the objectives of urban re- 
newal through rehabilitation rather than to concentrate on demolition 
and new construction as its primary objective. Conservation and re- 
habilitation are the basic objectives of the Build America Better pro- 
gram of our national association, which is meeting with success in 
many parts of the country. 

We are aware of the amendment adopted by the Senate Committee 
which would change the basis for determining the maximum mortgage 
amount under section 220 from estimated value to replacement cost. 
We endorse that amendment and commend it to your sympathetic con- 
sideration. We believe that such an amendment would help the pro- 
gram get off the ground and serve the purpose for which it was created. 

FHA authorization: We endorse the recommendation in the bill that 
the maximum authorization for the FHA mortgage insurance system 
be increased by an additional $4 billion for the fiscal year beginning 
July 1,1955. In connection with this recommendation, our association 
desires to express its confidence in the existing fundamental structure 
of the Federal Housing Administration. We so express ourselves 
realizing that the Congress, the President, and the public have been 
subjected during the past several months to various proposals designed 
to change radically this mortgage insurance system which has made 
so tremendous a contribution to the principle of home ownership, the 
home-building industry, and the national economy. 

In our opinion, the FHA mortgage insurance system as presently 
constituted is a sound one that has resulted in vast benefit to the Ameri- 
can people without subsidy or expense to the taxpaying public. | 

Wherry military housing, title VIII: Section 9 of the bill provides 
for the termination of the Wherry military housing program on June 
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30 except for commitments to insure issued on or before that date. We 
believe that this recommendation is unfortunate. Despite some recent 
reports of abuses in this program, we have yet to note any facts 
unearthed by a congressional investigating committee in substantia- 
tion of such that could not be cured by proper administrative measures. 
The Wherry program has had an anti-mortgaging-out provision 
written into the statute since its inception. The program has provided 
78,800 completed units—testimony of Franklin G. Floete, Assistant 
Secretary of Defense, before Senate Armed Services Subcommittee 
on Real Estate and Military Construction, May 9, 1955—of family 
housing, with an additional 19,180 in various stages of processing, for 
the armed services at average rentals less—page 259, House Banking 
and Currency Committee hearings on H. R. 7839, March 8, 1954—than 
the average quarters allowances received by the servicemen-occupants. 
We recognize that Wherry housing is limited to permanent installa- 
tions, and that it may have other limitations. However, to the extent 
that it has been used to date the Congress has assisted in providing 
housing for more than 78,000 service families and has been spared the 
direct appropriation of approximately $1 billion since 1949 in doing so. 

On March 2, 1954, Mr. John M. Ferry, special assistant for installa- 
tions to the Secretary of the Air Force, testifying before this com- 
mittee on behalf of the Department of Defense, urged an extension of 
the Wherry Act for another year. Upon the direct questioning as 
to whether the provisions of title VIII were satisfactory, he replied : 
“Yes,sir. Weare very, very pleased with it”—page 255, ibid. 

Later, upon being questioned by Congressman Deane and Chair- 
man Spence, the Defense Department witness reemphasized this satis- 
faction with the Wherry program and the Department’s desire for 
its extension. However, 2 months later, before the House Armed 
Services Committee considering authorization for direct public con- 
struction of family quarters, Assistant Secretary of Defense for Prop- 
erties and Installations, Franklin G. Floete, proved most articulate on 
the subject of the disadvantages or limitations of Wherry housing 
(p. 5261, House Armed Services Committee hearings on H. R. 9463, 
May 18, 1954). 

In February of this year, before the Air Force Subcommittee of the 
House Appropriations Committee, Undersecretary of the Air Force 
Douglas made his position very clear with this statement: “Our posi- 
tion is perfectly clear. We like Wherry housing. It is one way to get 
acceptable housing” (p. 97, hearings, House Appropriations Subeom- 
mittee on Air Force Appropriations, Feb. 9, 1955). It is significant 
that the Air Force is by far the major utilizer of the Wherry program 
and well qualified to speak on the subject. 

We urge the committee to continue to assist in providing family 
housing for the military by extending the Wherry program for an 
additional year. Surely the action is justified on the basis of Under 
Secretary Douglas’ statement before the House Appropriations Com- 
mittee. 

Cooperatives: The section 213 cooperative housing program of the 
FHA was created more than 5 years ago. Under it 292 cooperative 
projects have been completed involving 32,666 units. In August 1954, 
292 cases were in various stages of processing, and therefore subject to 
the amendments to the cooperative program contained in the Housing 
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Act of 1954. Of these 294 cases, 147 have since been withdrawn, ex- 
sired, or rejected; 117 remain in the active state and commitments 
hav been issued on only 27. These latter 27 are of the sales type of 
cooperative and therefore not affected by the change from replacement 
cost to estimated value as a basis for valuation. Also, only three ap- 
plications have been received since August 2, 1954. 

We believe that the 147 withdrawals and rejections and the sharp 
drop in applications are attributable to the amendment which the Con- 
gress approved last year changing the valuation approach to coopera- 
tives from replacement cost to estimated value. This change was pro- 
posed prior to the Congressional disclosures over section 608 and we 
were never quite able to understand the basis for the HHF A’s recom- 
mendation on this point. We repeat our opposition to this change and 
urge the committee to restore replacement cost as the basis for appraisal 
of cooperatives. Estimated value as a basis for appraisal involves the 
capitalization of income as a principal criterion. An attempt to 
capitalize income of a cooperative neutralizes the effect of the peculiar 
amenities which make the cooperative less expensive to the participant, 
and increases his minimum cash outlay. 

FHA appraisals: Before leaving the subject of FHA we respect- 
fully invite the committee’s attention to FHA section 226, added by 
the Housing Act of 1954. This section requires that the seller or 
builder of a house, on which the FHA is requested to insure a mortgage, 
deliver to the purchaser a written statement setting forth the appraised 
value prior to sale or prior to the execution of a binding sales contract. 
On the surface the requirement appears to be a reasonable one. How- 


ever, the section has resulted in serious obstacles to the sale of housing. 
Should ee marae desire FHA financing, the seller is forced to take 


the home off the market and will not know until receipt of the report 
of the FHA staf appraiser—some 3 to 5 weeks later—whether he has a 
binding sales contract. Then when the purchaser receives the appraisal 
he has the option of withdrawing from the contract if the appraisal is 
less than a previously stipulated amount which is supposed to repre- 
sent the seller’s reasonable estimate of what the appraisal will be. 
Also, this stipulated, to prevent its being too low, is required to be large 
enough to support the amount of the mortgage requested in the ap- 
plication for insurance. The tortuous formula for administering sec- 
tion 226 is the FHA’s answer to the tremendous administrative dif- 
ficulties resulting from its original and more literal application of the 
statutory requirement. 

Section 226 not only works a hardship on the seller but often forces 
the purchaser to make a larger downpayment. For example, sup- 
pose an existing house has a market price of $12,000. If it is subse- 
quently appraised by the FHA at $12,000 the purchaser would be 
entitled to an insured mortgage of $10,350, 90 per cent of the first 
$9,000 of appraised value plus 75 percent of the excess. However, 
the seller in order to make sure of obtaining a binding sales contract 
will estimate a low figure to avoid the chances of the FHA appraisal 
a month or more later being less than the estimate and thereby risking 
nullification of the contract. Consequently, in the example the seller 
retains the $12,000 sales price but estimates the appraisal to be $10,000 
or $11,000. This then necessitates a lowering of the mortgage insur- 
ance requested in the application to $8,850 or $9,600, respectively. 
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The seller has no other choice. In the case of an existing house he 
is more than likely selling in order to purchase a larger home. He 
can’t afford to enter into a sales contract which may not prove bind- 
ing on the purchaser a month or two later. When the appraisal is 
returned with a higher FHA appraisal of $12,000 the purchaser is 
still bound to the lower mortgage insurance and a resultant higher 
downpayment. Section 226 therefore operates to defeat the more 
liberal terms of the Housing Act of 1954. 

The question is frequently asked as to why the sales price is higher 
than the FHA appraised value. One of the reasons is that the FHA 
mortgage insurance system was never intended to fix sales price. The 
FHA appraisal is based on long-term economic value for mortgage 
insurance purposes, and is not a device for influencing market price. 
The FHA would be the first to agree that its approach to value often 
results in a figure lower than the price (secs. 1009, 1011, 1025, FHA 
Underwriting Manual, revised January 1952). ‘The veterans’ home 
loan guaranty program, on the other hand, requires that the veteran 
pay no more than the VA estimate of reasonable value of the house. 
This is an appraisal that purposely reflects market price. That is 
why in many areas of the country the VA appraisal is higher than 
the FHA appraisal. 

Section 226 has the effect of making FHA appraisal influence the 
sales price, although the FHA disclaims any attempt to fix a price 
ceiling. This conflict can only be resolved by repealing section 226 
of the National Housing Act. 

Federal National Mortgage Association: We desire to reiterate our 
support of the secondary market operations of the Federal National 
Mortgage Association. We recall that this committee was instru- 
mental in the rechartering of FNMA into a mechanism which we 
believe will ultimately be the homebuilding industry’s long-sought 
central mortgage bank. 

However, we urge that the law setting up the secondary market 
operations be amended so as to reduce from 3 percent to 2 percent the 
percentage of the mortgage offered for sale to FNMA which the seller 
must subscribe in capital stock in FNMA as a condition of such sale. 
We so recommended last year when the rechartering of FNMA was 
under consideration, and we recall that 2 percent was the percentage 
recommended by the Housing and Home Fimance Agency. While 1! 
percentage point may not appear to be considerable, nevertheless it is 
important in view of the fact that FNMA is required to purchase 
mortgages at or below the market price. The percentage of stock 
subscription must be considered in relation to the prevailing discount 
which often results in too great a deterrent to the use of FNMA’s 
secondary market facilities. This means that many areas in short 
supply as to mortgage money must continue to resort to VA direct 
lending, or, in the case of nonveterans, to more expensive conventional 
methods of financing. We are confident that a reduction to 2 percent 
in the capital stock subscription requirement will stimulate FNMA’s 
operation and place it in a better position to accomplish its statutory 
objective. 

Slum clearance and urban renewal: 

In regard to the proposed amendment authorizing an additional 
$500 million in grants to local communities for slum clearance and 
urban renewal, we reemphasize the position we took last year that 
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local communities must accept positive responsibility for enforcement 
of housing codes and ordinances to prevent the further spread of 
blight and decay. The “workable program” which Congress put into 
the Housing Act of 1954 as a prerequisite to financial assistance is no 
better than its enforcement. We urge the Congress to emphasize this 
requirement as a further guide to the Federal agencies concerned that 
the workable program requirement is one of action and not merely 
one of promise. 

We recommend an-:amendment to the urban renewal provisions of 
the act, appendix A, which would authorize the Housing and Home 
Finance Administrator to insure neighborhood conservation benefit 
assessment bonds of local communities issued to finance public im- 
provements and other urban renewal costs in certified urban renewal 
areas. 

Under this plan a delineated urban renewal area would also be a 
benefit assessment district. Urban renewal costs would be assessed, 
under State-enacted enabling legislation, against owners of property 
in the area being benefited, with each property owner being given 10 
years in which to pay his assessment. The city would launch the pro- 
gram by issuing neighborhood conservation benefit assessment bonds, 
secured by assessment liens, but not by the general faith and credit of 
the city. 

Federal insurance as we propose herein, which would include the 
levying of an appropriate premium, would enhance the market- 
ability of the bonds and, we hope, speed the day when this method of 
financing could be substituted for the present one of outright grants of 
Federal funds or at least permit substantial reduction of such grants. 

The committee is prohably aware of the build America better pro- 
gram of the National Association of Real Estate Boards. This pro- 
gram functions through our more than 1.100 local real estate boards 
and National and State officers of the Build America Better Council of 
the association. Recently our association conducted a survey to deter- 
mine the number of cities actively engaged in home rehabilitation, code 
enforcement, and demolition of slums, as community functions. The 
committee may be interested in a tabulation of the data received from 
209 real estate boards showing 238 cities actively engaged in build 
America better activities. This is attached as appendix B. Also at- 
tached as appendix C is a more detailed summary of what 10 large 
cities are doing in neighborhood conservation and urban renewal. 
They are offered in partial rebuttal to the statements made before the 
Housing Subcommittee of the Senate Banking and Currency Commit- 
tee on May 9, 1955, minimizing the urban renewal program under- 
scored in the Housing Act of 1954. 

Mr. Chairman and members of the committee, I will now just dis- 
cuss some of the facts in the first part of the statement briefly. 

We endorse the provisions of the bill which calls for an extension 
of the title I program for an additional 5 years. The problem of not 
only clearing our slums but preventing the spread of blight is a 
tremendous one. The President’s Advisory Committee said that if we 
proceeded at the present rate, that is the 1953 rate, it would take 200 
years to do the ‘ob. We believe that all the tools the Congress could 
summon to the task should be utilized. We believe that title I is one 
of those weapons, and we hope that it will be extended. 
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We would like to see the payback period extended from 3 to 5 years, 
and the maximum loan increased to $3,000. That was the recommen- 
dation of the President’s Advisory Committee, which I believe was 
before this committee last year. 

Now, with respect to the rehabilitation of multifamily housing, at 
the present time the law provides for a $1,500 maximum per unit, but 
a $10,000 overall maximum under title I. We concur and endorse the 
recommendation of the President’s Advisory Committee that that 
$10,000 ceiling should be lifted, and that the payback period be in- 
creased from 7 years to 10 years. 

The bill provides that the maximum mortgage amounts for section 
207 and section 213 loans be increased from a maximum of $5 million 
to $1214 million, and that the amount should apply to the same mort- 
gagor in the same housing market area. We believe the recommenda- 
tion is a good one, and endorse it and hope that the committee will 
approve it. 

The section 220, rehabilitation loan, has not produced very much, 
but it had a slow start built into the program. That is the program 
that provides for a more liberal insurance for rehabilitation and new 
construction in urban renewal areas. The slow start that was built 
into the program related to the workable program required of all com- 
munities in order to obtain this assistance. That workable program 
meant that local communities must assume some of the responsibility 
for preventing the spread of blight. 

We believe the requirement to be very commendable. Unfortu- 
nately some groups have made rather disparaging remarks about the 
220 program because it hasn’t produced amazing results in the last 
6 or 7 months, but we think that the program has considerable hope. 

We therefore endorse the recommendation that the maximum mort- 
gage amount be increased to $50 million, which is the present max- 
imum mortgage amount for publicly supervised corporations. 

At the same time, we hope that the committee, in its report on the 
bill, would underscore what we believe was the underlying theme of 
this program, and that is the rehabilitation of existing housing. 

ile the 220 program is available for new construction in urban 
renewal areas, we “som that the big job, its greatest potential, is in 
the rehabilitation of existing properties, and we ask that the com- 
mittee underscore that particular objective of this program, and that 
the increase in the maximum mortgage amount of $50 million will not 
be an indication that the primary purpose of the program is new 
construction. 

As you know, we have a build America better program that has 
produced amazing results in many communities of the country, and 
one of the principal points in that program is that we salvage that 
which is salvagable and demolish only that which is not salvagable. 
We believe in preserving and conserving neighborhoods, and feel that 
the mass demolition approach to slum clearance and urban renewal 
is not the proper approach. That is why we ask the committee to 
underscore that particular objective of the section 220 program which 
we believe was really the principal objective. 

We are aware of an amendment approved by the Senate committee 
which would change the valuation approach on section 220 from esti- 
mated value to replacement cost. We believe that the proposed amend- 
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ment is an excellent one. Last year all valuation approaches on the 
basis of replacement cost came in for a rather rough time because of 
the disclosures over the section 608 program. However, we don’t be- 
lieve that that should stand as an indictment of replacement cost. We 
believe that the FHA, by proper administration, could prevent any 
abuses in any of its programs where the valuation is based on replace- 
ment cost, and that is why we were pleased to note, in the bill, a provi- 
sion changing the valuation approach on cooperatives from estimated 
value to replacement cost. 

In estimated value the FHA endeavors to capitalize the income, the 
rental income, on a cooperative, and in so doing the cooperative ends up 
with a larger mortgage and a greater cash outlay and larger monthly 
assessments, and thereby denying the amenities which are peculiar to 
the co-op. 

We believe that under replacement cost this co-op program, under 
section 213, will get off the ground. I am sure that you have heard 
testimony that since that change was put into the law last year many 
of the applications, or most of the applications for section 213 co-ops 
have been withdrawn or rejected. 

Of course, we endorse the proposal to increase the insurance author- 
izations for FHA by an additional $4 billion, and in so doing we want 
to express our confidence in the basic structure of the Federal Housing 
Administration. We are aware of considerable studies that have been 
underway in the past several months, and many of these have been 
brought to the members’ attention, that FHA should undergo some 
radical surgery to cure some imaginary ill. 

We believe that the basic structure is sound, and we don’t believe that 
the investigations last year revealed any serious ailment in the basic 
structure of FHA. Most of the troubles were the result of admin- 
istration. 

Now, with respect to the Wherry military-housing program, we 
note that the bill provides that the program would be extended only 
for 1 year to take care of commitments issued prior to June 30 of this 
year. We believe that is unfortunate. We would like to see the 
Wherry program extended. The Wherry program has many limita- 
tions, and we are aware of that, but it has produced 78,000 units for the 
military, and approximately 19,000 are in various processes of either 
construction or planning. To the extent that it has produced 78,000 
units it has saved the Congress from appropriating approximately a 
billion dollars. 

The Air Force is a major utilizer of the Wherry program, and we 
note that before the House Appropriations Committee, in February, 
the Under Secretary, or the Assistant Secretary for Air, stated that 
they were pleased with the Wherry program, and that it provided 
acceptable housing. 

Again, let me say that we are aware of its limitations, but we believe 
that the Wherry program presents a sound framework for the utiliza- 
tion of private financing for military housing. 

One more point with respect to FHA, and that is the section 226 
program. Last year Congress approved a provision which required 
that the FHA appraisal be tendered the purchaser prior to sale. This 
was done in an attempt to protect the consumer, and, on the face of it 
that provision appears to be a reasonable one, but in its application it 
has an opposite effect. 
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For one thing, it has tended to influence, if not fix, the sales price of 
housing, and the FHA appraisal was never intended to be a price-fix- 
ing device. The FHA underwriting manual itself—and I cite the ap- 
propriate section in the statement—admits that the FHA appraisal 
could be less than the market price. 

It has had a second effect, which is even more serious, and that is, it 
has denied to many people the advantages of the Housing Act of 1954, 
because here is how the FHA administers that section. They will 
let the purchaser and the seller agree to a stipulated amount, and only 
if the FHA appraisal is less than the stipulated amount will the pur- 
chaser be permitted to withdraw from the contract. 

That is the way it is administered now. Prior to that change in the 
regulation the purchaser had to have the appraisal in hand before he 
was bound to a contract. 

Imagine the chaos that resulted in the sale of particular existing 
housing. Noseller wants to take his house off the market unless he has 
a binding contract, and here he was unable to obtain a binding con- 
tract with a purchaser until the FHA appraisal had been returned, 
which may be 6 to 7 weeks, and in some cases—last fall—2 to 3 months. 
Until the appraisal had actually been tendered the purchaser, and he 















had 7 days to look at it, could withdraw from the contract for any ; 

reason. - q 
Under the new regulation the seller and purchaser agree on a stipu- : 

lated amount. Here is what happens. Every seller of a house wants 

to have a binding contract, and in order to be sure that the appraisal is ; 

not less than the stipulated amount he stipulates a low figure, but the 

FHA requires that that figure must be sufficient to support the mort- 

gage requested in the application for insurance. 
So here is what happens on a house that has a market price of $12,000. . 


If it is subsequently appraised by the FHA at $12,000, the purchaser 
would be entitled to an insured mortgage of $10,350—that is, on an 
existing house. However, the seller in order to make sure of obtaining 
a binding sales contract, will estimate a low figure to avoid the chances 
of the FHA appraisal, a month or more later, being less than the esti- 
mate and thereby risk a nullification of the contract. Consequently, 
in the example, the seller retains the $12,000 sales price but estimates 
the appraisal to be $10,000 or $11,000, this then necessitates a lowering 
of the mortgage insurance requested in the application to $8,850 or 
$9,600. 

The seller has no other choice. In the case of an existing house he 
is more than likely selling in order to purchase a larger home. He 
can’t afford to enter into a sales contract which may not prove binding 
on the purchaser a month or two later. When the appraisal is re- 
turned with a higher FHA appraisal of $12,000 the purchaser is still 
bound to the lower mortgage insurance, and a resultant higher down- 
payment. 

The section therefore operates to defeat the more liberal terms of the 
1954 act. 

We hope that the committee willl sriously consider the results of this 
section, that the disadvantages far outweigh its advantages, and ap- 
prove its elimination from the bill. 

With respect to the-urban renewal sections of the bill, we endorse 
the recommendation made to increase the capital grants by an addi- 
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tional $500 million. In so doing, we would like to propose an amend- 
ment, which is attached to our statement as an appendix. 

We believe that the capital grant provisions of title 1 have done a 
commendable job in slum demolition and urban redevelopment. How- 
ever, we think that we have a proposal that might ultimately result 
in a marked reduction in capital grant outlays and permit urban re- 
development by local governments, through the insurance of special 
assessment bonds. 

In our proposal the Federal Government would insure the special 
assessment bonds, and would levy an appropriate premium. Now, 
these bonds would be assessed against the property owners, the value 
of whose property would be enhanced because of the urban redevelop- 
ment program, and the assessment would be payable over a period of 
10 years. Special assessment bonds are very difficult to market, and 
we believe that with the Federal insurance they would be marketable 
and would ultimately be an effective substitute for the Federal cash 
outlay for title 1. We think the proposal is a worthy one, and merits 
the serious consideration of this committee. 

That winds up the first part of the presentation. 

Now, I believe Mr. Wilcox wants to take up public housing. 

Mr. Wixcox. Public housing: 

Section 13 of the bill would continue the expansion of the public 
housing program beyond its present termination date of June 30, 1955, 
to June 30, 1958, and authorize the signing of subsidy contracts for 
70,000 units in addition to the anticipated unused authorizations of 
15,000 to 20,000 for the current fiscal year. In addition, section 13 
would remove five of the limitations which Congress placed on public 
housing in the Housing Act of 1954. 

We are in agreement with the objective sought by this committee, 
the provision of adequate housing for families of very low income 
who must be relocated from many of the slums of our large cities. 
However, we sincerely believe that public housing is the wrong ap- 
proach and that it involves a concept which is alien to our traditions. 
To care for the needy, the destitute, and those who because of circum- 
stances beyond their control are unsheltered or forced to live in slums 
is in the American tradition. But to assist only the higher income 
portion of these by making them the dependents of the Federal Gov- 
ernment through supplanting private enterprise and making private 
initiative unnecessary is fundamentally wrong and self-defeating. 

The pending public housing expansion of approximately 85,000 
units is hailed as a tapering off of the program. It is said by some 
that the program is a small one and that those like ourselves, and 
many Members of the Congress who have always opposed public hous- 
ing on principle ought not to become unduly exercised. However, we 
are convinced that any number of public housing units requested by 
the administration would never relax the pressure for more public 
housing by its proponents many of whom, in our opinion, are so ideo- 
logically involved in this subject that their goals bear no relation to 
need, 

_ For example, when President Truman in 1952 requested 75,000 pub- 
lic housing units a year, little, if any, opposition was heard as to the 
insufficiency of this number. However, in 1954 when this Adminis- 
tration requested 35,000 unit per year, representatives of the National 
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Association of Housing and Redevelopment Officials came before this 
committee requesting 5 million units “ 320, Hearings, House Bank- 
ing and Currency Committee, on H. R. 7839, March 8, 1954]; the CLO 
requested 200,000 units per year for a period of 10 years |p. 290, 297, 
ibid. |; and the American Federation of Labor requested 200,000 units 
for a period of 3 years [ p. 273, ibid. ]. 

Then the Conference on Economic Progress, whose spokesman is 
Leon H. Keyserling, former President Truman’s Chief Economic Ad- 
viser, decided early this year that 200,000 units a year, or the 350,000 
it recommended in July 1954 (p. 27, Toward Full Employment and 
Full Production, Conference on Economic Progress, July 1954), was 
too modest. The conference’s 1955 Blueprint for National Prosper- 
ity (p. 37, A National Prosperity Program for 1955, Conference on 
Economic Progress, February 1955) calls for 300,000 to 500,000 public 
housing units for 10 years, or 5 million more families to be added 
to the present 455,000 who are subsidized tenants of the Federal Gov- 
ernment. Mr. Keyserling, however, makes no pretensions that public 
housing is designed wholly to assist the poor. In his article, Twenty 
Percent Ratio for Public Housing (p. 48, The Housing Yearbook, 
1954, National Housing Conference), he visualizes a public housing 
program of decreasing Federal subsidy because of the wider range 
of higher income groups who would be brought within its reach. 

Mr. Keyserling’s 500,000 per year unit need was picked up by the 
National Housing Conference as its 1955 estimate of current and 
future need, according to its president, Ira S, Robbins, in his testi- 
mony before the Senate Banking and Currency Committee on May 
19 (p. 495, Hearings, Senate Banking and Currency Committee on 
S. 1800, May 13, 1955). 

So you see we are not here to oppose a so-called small public hous- 
ing program. Our opposition is based on more fundamental grounds, 
because we see in these constantly increasing pressures for more and 
more public housing the basic drive for the ultimate socialization of 
family shelter in the United States. 

Now as to some of our more detailed objections : 

1. It is political and morally wrong to require the taxpaying public 
to subsidize the shelter of a privileged few. The Department of 
Commerce—Income Distribution in the United States, 1950-53, 
United States Department of Commerce, March 1955—reveals more 
than 14 million families and unattached individuals in the same in- 
come levels as the approximately 455,000 occupying public housing, 
median income of about $2,000 per year. The Federal income tax 
liability alone of this group is in excess of $2 billion per year, ap- 
pendix D, a burden aggravated by more and more 40-year commit- 
ments for annual subsidies which come into being every time a new 
annual contributions contract for public housing is executed. 

The Public Housing Administration is an attempt.to rebut these 
facts recently said that only about 5 million families of this 14 mil- 
lion are from the group eligible for public housing. 

That only underscores the special privilege nature of public housing, 
for it is still the 14 million families and unattached individuals whose 
tax liability is aggravated by the 40-year subsidy contracts for public 
housing to which they, as well as the rest of the people, are committed. 

Public housing holds out the false hope to these more than 14 mil- 
lion families and individuals earning less than $4,000 per year that 








HOUSING AMENDMENTS OF 1955 387 


they, too, are entitled to have a portion of their shelter costs subsidized 
by the Federal taxpayer. Unless the Congress is ready to appropriate 
annual subsidies over a 40-year period multiplied many times greater 
than the $87 million required for the coming fiscal year, then expan- 
sion of the program as provided in this bill is nothing more than the 
perpetuation of a costly special privilege. 

2. Public housing is unnecessary because of the high volume of 
home construction since the close of World War II and the continuing 
marked reduction in the number of low-income persons since 1946. 
Since January 1946,and through April 1955, there have been 9,539,700 
private nonfarm housing starts—Bureau of Labor Statistics, 1955— 
in addition to hundreds of thousands of dwelling units which have 
been rehabilitated and modernized. For the last 4 years new housing 
starts have exceeded estimated net household formations. 

This has served to raise the housing standards of all our people. In 
addition, significant changes have occurred in income distribution, 
further alleviating the circumstances in which many of our people 
found themselves in the 1930’s when public housing was first conceived 
as a make-work welfare program. The argument for public housing 
then was social rather than political, the result of low and poorly dis- 
tributed income aggravated by an average of almost 10 million unem- 
ployed—according to table D-16 of the Economic Report of the Pres- 
ident for January 1955, unemployment averaged 9,580,000 during the 
1930’s—and a desire on the part of the administration to put people to 
work quickly—testimony of then Housing Administrator Nathan 
Straus before the House Banking and Currency Committee on H. R. 
10663, April 28, 1938, page 5, et seq. 

Now, we have moved into a period in which, as a result of either the 
labor market itself or of unemployment and old-age insurance mecha- 
nisms set up by both Government and industry, family income is ris- 
ing in both current and constant dollars despite very minor fluctua- 
tions. The argument that public housing is needed because a great 
number of our population are ill-housed as a result of poor income has 
no validity. 

Appendixes E through H of this statement reveal the extent of the 
shift in the distribution of incomes. Note that in 1936, when this pro- 
gram was first conceived, 82 percent of the families and unattached 
individuals had incomes of less than $4,000 and nearly half of this 
group, 49 percent, had incomes of under $2,000 in 1950 dollars. The 
decline in the percentage of low-income groups in the 1936-53 period 
and the simultaneous increase in percentage of higher-income groups 
is another argument against the continuation of this 1937 public hous- 
ing program. 

Please note from appendix G that there has been a reduction of 5 
million from 1950 to 1953 in the number of families and individuals 
with incomes, after taxes, of less than $4,000, more than 114 million 
per year. This shift in income distribution, which was accompanied 
by a shift from unemployment to largely fractional unemployment, has 
enabled nearly every family with a member able and willing to work to 
have a chance toearna living. Of course, families without wage earn- 
ers, families dependent on pensions and welfare payments, and those 
who are sick or incapacitated are still in a special position, but public 


housing does not take care of more than a token number of this latter 
group. 
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Appendix H underscores the fallacy of approving 40-year subsidy 
contracts for public housing. Here we endeavor to project the num- 
ber of households in the after-taxes income groups to 1960 and 1965, 
assuming rises in productivity of only 2 percent per year per man- 
hour. This assumption is lower than the 214 percent factor suggested 
by the Joint Committee on the Economic Report in its recent report 
to the Senate, Senate Report No. 60. 

The four tables in appendix H have sharp implications on the alleged 
need for public housing. <A reduction of about 6 million in the last 5 
years in the number of households with incomes of less than $4,000 
means a decline of over a million a year in this group. As the incomes 
of these households move from under $4,000 to over $4,000, these 
families are able to buy or rent homes of from $10,000 to $15,000, and 
they move out of homes worth up to $10,000 or they improve these 
homes. 

I wish to emphasize that tremendous progress is being made in re- 
pair and renovation in the supply of existing homes. The deficit of 
maintenance which came about during the depression and war years 
is steadily being wiped out. Clear evidence of this we see all about us 
in our home communities. The statistics give further support to 
underscore what we know is going on as homes are restored and brought 
uptodate. The census estimates—United States Bureau of the Census 
Report H-101, No. 1, December 18, 1954—suggest that at least 8 bil- 
lion dollars a year is now being spent on owner-occupied homes for 
improvement and modernization. The Census Bureau has also ad- 
vised us that over a million homes which were without plumbing in 
1940 but were still in use in 1950 did have plumbing in 1950—1940 
Census, part I, Summary of United States Housing, volume 2, table 
6; 1950 Census, H. B. No. 1 Summary, table A-+4+. Rising income is 
causing individuals who own their homes to improve-them or to sell and 
buy better homes. 

As a million and a half households a year become able to support 
homes costing over $10,000, vacancies rise in homes costing less than 
$10,000 and these become available for families with incomes of less 
than $4,000. The upgrading of housing is under way continuously 
as the upgrading of automobiles is underway. Housing standards 
are rising rapidly, and this rise is made possible by increased incomes, 
advances in design and equipment, and efficient home building. This 
upgrading will provide a half million or more vacant units each year 
which will be available for low income families at low prices. Such 
families can move into these existing homes until their incomes and 
their family size cause them to want to move to still better homes. 
Change in family size and income are now providing an adequate 
supply of homes for those in the low-income groups. This is a phe- 
nomenon which did not exist in the 1930’s and which provides a nearly 
complete answer to those who say that public housing is necessary 
because private housing does not meet the demand. 

The above argument is derided by proponents of public housing 
as the “trickle-down” theory, but in so doing they fall into the error 
of contending that private enterprise must provide new houses for 
everyone, No other industry has been the object of so much reproach 
as the home-building industry for not producing a new product for 
all in the lowest income groups. We do not believe the home-building 
industry needs defense from such an indictment which won’t stand 
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up under even casual analysis. We contend that private industry in 
many parts of the country is constructing new housing for families 
of low income although the greater supply must necessarily come from 
lower-priced existing houses. 

We understand that some time during this week the National Asso- 
ciation of Home Builders is scheduled to testify, and we are confident 
that the evidence which I am sure they will submit will at least cast 
some doubt on the repeated dogmatic assertions by many proponents 
of public housing that private enterprise does not build for low-income 

ople. 

3. Public housing assumes a false premise that people in substand- 
ard housing live there only because they cannot afford to pay an 
economic rent. An indication of the fallacy of this argument is 
contained in an official account of the recent approval of a capital 
grant for Schenectady, N. Y., of $945,540 to help that city clear a 
downtown slum area and redevelop it for commercial purposes 
(HHFA (URA) press release No. 233, May 12, 1955). The press 
release proceeds to state that of the 351 dwelling units to be torn down 
in the area 256 are substandard. Of the 207 families, most of them 
apparently living in the substandard units, only 35 are considered 
eligible for public housing. The “remainder can be accommodated 
in private rental and sales housing.” ‘This means that of the remain- 
ing 172 families in Schenectady, many lived in substandard housing 
as a matter of personal preference as to how they desired to allocate 
their incomes. 

The example of Schenectady is not an isolated case. We have 
attached as appendix I a summary of eight press releases issued this 
year by the Urban Renewal Administration on this subject. We 
asked for all such releases and must assume that the record is complete 
up to and including May 13. 

In a Minneapolis slum area there are 1,356 families housed in 1,439 
dwelling units, 1,118 of which are substandard. Of these 1,356 fam- 
ilies, most of them living in substandard homes, only 540 are eligible 
for public housing, with the balance of 816 to be absorbed in the 
private market. 

In Kansas City, Mo., a slum area contains a total of 705 units, 440 
of which are substandard. There are 614 families living in this par- 
ticular area, of which only 176 are eligible for public housing. Yet 
the proponents of public housing insist on equating occupancy of 
substandard housing with poverty of its occupants. 

4. The financing of public housing by 40-year tax-exempt Govern- 
ment guaranteed bonds (opinion of the Attorney General dated May 

15, 1953, holds that bonds are for all practical purposes guaranteed 
as to principal and interest by the United States) is unsound, decep- 
tive, and finally repudiated even by some past proponents of public 
housing. The Joint Committee on the Economic Report recently 
considered the problem of this type of financing and while endorsing 
the expansion of public housing unanimously recommended as follows 
(p. 3, S. Rept. 60, 84th Cong., Report of the Joint Committee on the 
Economic Report, Mar. 14,1955) : 

10. * * * Construction of schools, highways, hospitals, and other community 
facilities, including, as the President has recommended, slum clearance, and 
public housing, must move forward more rapidly during the immediate years 
ahead. Insofar as the Federal Government finances these public works, and 
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we believe it should make important contributions, the financing should be 
direct from the Treasury, rather than from indirect authorities which circum- 
vent the public debt limit or are nurtured by special earmarked revenues. 

Recently the United States Senate considering the President’s high- 
way program rejected a plan to finance highways through the issu- 
ance of bonds, similar to public housing bonds, for the reason, among 
others, that the liability of the Federal Government would not be 
honestly reflected in the public debt. 

Every public housing unit which goes under contract is on the re- 
ceiving end of a pipeline from the United States Treasury for a pe- 
riod of 40 years. The liability is not a contingent one and the annual 
subsidies to support these bonds is an increasing annual certainty, In 
fiscal 1953 the subsidy appropriation was $29,880,000; in 1954, $32,- 
500,000; 1955, $68,950,000; and requested for fiscal 1956, $87 million. 
The present liability of the Federal taxpayers on existing projects is 
approximately $118.4 million, which, multiplied over a 40-year period, 
comes to $4.7 billion (letter of PHLA to NAREB Department of Re- 
search and Surveys, Feb. 25, 1955), yet nowhere in the public debt 
is this vast committed liability reflected. 

In this connection, the committee’s attention is respectfully invited 
to section 11 of the existing public housing law, United States Hous- 
ing Act of 1937, as amended, which provides a formula for capital 
grants, alternative to annual subsidies, not to exceed 25 percent of 
the development or acquisition cost of the project. Had this method 
of financing public housing been used even if the capital grant were 
75 percent of the development cost, untold millions would have been 
spared the taxpayers in addition to a decrease in the size of the Fed- 
eral bureaucracy administering public housing, and an increase in the 
responsibility of local governments. 

The capital grant provision would require some local cash contribu- 
tion similar to assistance under the urban renewal provisions of title I. 
In 1937 the public housing law provided for a local cash equity of 10 
percent of the development cost of public housing. In 1938 Public 
Housing Administrator Straus was asked by members of this com- 
mittee why he was apparently circumventing this 10 percent local 
equity requirement. He cited as the reason that the President wanted 
to get Federal money spent quickly so that he could put more people to 
work in the shortest possible time, and that local governments couldn’t 
raise the money without some delay because of local bond referenda, 
need for increasing debt limits, ete. (p. 116, hearings, House Banking 
and Currency Committee, Apr. 28, May 2, 3, 4, and 5, 1938). That 
was the only reason offered for not requiring some cash contribution 
from local government. Now the Federal Government is tied to 40- 
year subsidy contracts; local responsibility and contribution have be- 
come almost a nullity. The 1953 annual report of the Omaha, Nebr., 
Housing Authority, page 11, to the mayor and city council, puts it this 
way: 

“It should be pointed out that there is absolutely no cost to the city 
of Omaha in connection with either the construction or operation of 
the projects, and the faith and credit of the city is not pledged for the 
payment of bonds.” 

5. Whom does public housing serve? It does not serve those in 
the greatest need. Far more of the poor people in our local commu- 
nities are assisted in the payment of shelter costs through private and 
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public welfare agencies than are provided for in public housing. This 
is no surprise, for even the proponents of public housing have admitted 
that only the low-income groups who can afford it should live in pub- 
lic housing (the late Senator Robert A. Taft, Congressional Record, 
Apr. 14, 1948, p. 4530; Apr. 20, 1948, p. 4714; HHFA memorandum 
inserted in Congressional Record by Senator John Sparkman, Apr. 20, 
1949, p. 4896). 

Appendix J is a photographic reproduction of table S, page 74, of 
the 1952 Columbus Public Housing Study by Citizens Research, Inc., 
50 East Broad Street, Columbus, Ohio. Note that a report is made 
quarterly of those tenants who are ineligible for continued occupancy. 
It is significant that from one-third to one-half of the tenants de- 
clared ineligible were reestablished on the eligibility list, according to 
the footnote, because of an income change. The Columbus Metro- 
politan Housing Authority is cited at the bottom of this table as the 
source for these statistics. During each of seven quarters one-third to 
one-half of the ineligible tenants sustained a decrease in income which 
permitted them to be restored to the eligible list. This, we believe, must 
e more than coincidence because the facts cover a period of high level 
of employment during the Korean emergency, 1951-52. These facts, 
in our opinion, manifest a basic and very apparent defect in the whole 
concept of public housing. 

We cannot accept this phenomenon as being peculiar only to public 
housing in Columbus, Ohio, and suggest it as an appropriate subject 
for an exhaustive investigation of what public housing has done to 
the moral fiber of the Federal tenant families who have become its 
dependents. 

Appendix K is a photographic reproduction of page 17 of the report 
of the Housing Authority of Portland, Oreg., Occupancy Statistics, 
for the quarter ending March 31, 1955. You will note that the table 
reveals 38 doctors living in subsidized permanent public housing, 
6 more than the number of laborers. 

The Public Housing Administration in its explanation of this evi- 
dence before the Senate Housing Subcommittee stated first that 33 of 
the doctors were veterans, which is probably the year’s best example 
of a nonsequitur. Then the Public Housing Administration contends 
that most of the doctors are internes or in residence at local hospitals, 
but all with very low income. The question properly arises as to 
whether this problem of Portland’s doctors, who are on the thresh- 
hold of one of the Nation’s most lucrative professions, is a medical 
training problem or a housing problem. In our opinion, if it is a 
housing problem properly met by subsidized government shelter, then 
the nationalization or socialization of housing is no longer a threat, 
it has arrived. 

Appendix L is a reproduction of a clipping from the New York 
Times of April 11, 1955, relating the story of an Army veteran who 
for 10 years was unable to find housing for his family until a public- 
housing unit became available. Part of his shelter is now subsidized 
by the already hard-pressed taxpayer. Yet this individual is a postal 
employee of the Federal Government. As a veteran he had ample 
opportunity for nondownpayment financing for a new home where the 
monthly payments would approximate his present rent in a public- 
housing project. Yet this use to which public housing is being put, 
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and New York City has been earmarked for an additional 8,000 units 
for the current fiscal year on top of the over 30,000 existing 'feder ally 
subsidized units already there, is hailed as a great achievement by the 
Housing Authority of New York. We wonder if it would impress 
the many of your constituents of low income who work hard, pay 
taxes, and pr ovide for their families in the old-fashioned w ay, with- 
out subsidy. 

6. Whom does public housing not serve? Another appropriate sub- 
ject of an investigative committee would be the approach of local 
public-housing authorities to families receiving public assistance as 
a source for publie- -housing tenancy. We have already referred to 
the fact that public housing, according to the 1949 act model, was not 
intended to take care of those in greatest need, notwithstanding sec- 
tion 2 of the public housing law which defines the term “families of low 
income“ as “families who are in the lowest income group.” The Pub- 
lic Housing Administration, however, pursuing a course which is in 
direct conflict with the clear definition in the statute, sets forth the 
criterion (section 404.1, Low-Rent Housing Manual, Public Housing 
eres Eta RE for determining the maximum income limits for ad- 
mission; i. e., that they should be at the lowest level consistent with 
the financ isl "feasibility of the project but not to exclude the lowest 
paid regularly employed group in the community. One would as- 
sume, therefore, that the amount of annual contract subsidy would 
permit public housing to reach down into the neediest groups, that 
these would naturally “be preferred, and that only if the subsidy were 
insufficient would the project reach up into the higher income fami- 
lies. Instead, our study of a few cases reveals a systematic pattern 
of saving the subsidy at the expense of taking care of more higher in- 
come families and less of those in the greatest need. 

In Washington, D. C., for example, the total estimated permissible 
subsidy which will not be used for fiscal year 1955 is $381,621 (pp. 
2345, 2349, 2353, Housing hearings on Independent Offices Appropria- 
tions Act for fiscal 1955). This is quite a saving and one certainly 
does not object to the spending of less money. However, we contend 
that the savings occurred at the expense of exclusion of the neediest 
persons in the community. There are 5,253 permanent public-housing 
units in Washington, and, according to the Department of Public 
Welfare of the District of Columbia, 579 of the units are occupied by 
families receiving public assistance, these representing 8.03 percent of 
the cases receiving public assistance as of the end of April 1954. This 
leaves approxim: ately 4,674 public-housing units not available to any 
of the remaining 7,210 welfare cases in the District. The Congress 
might be interested in ascertaining whether this saving of $381,621 i 
accomplished at the cost of denying housing to many of these aaaie 
persons, thereby perverting the underlying welfare purpose ascribed to 
public housing. 

We have a copy of the letter substantiating these figures, and if you 
would like a copy of this for the record we could have this photo- 
stated. 

The CHatrMan. It may be made a part of the record. 
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(The information referred to is as follows :) 


GOVERNMENT OF THE DISTRICT OF COLUMBIA, 
DEPARTMENT OF PUBLIC WELFARE, 
PUBLIC ASSISTANCE DIVISION, 
May 11, 1954. 
Memorandum to: Gerard M. Shea, Director of Public Welfare. 
Subject: Public assistance recipients in National Capital Housing Authority 
dwellings. 

On Apri! 28, 1954, you asked for the number of public assistance recipients 
who are now in public housing. 

Eight and three one-hundredths percent of the cases receiving assistance dur- 
ing April, or 626 cases, occupied living quarters in public housing. 

The largest assistance family in public housing numbered 14 persons. The 
mother and 12 children received aid to dependent children and the father aid to 
the permanently and totally disabled. There was 1 family of 12 persons, 2 fam- 
ilies of 11 persons, and 7 families of 10 persons each, 

The smallest ADC case in size consisted of one person, a child living with a 
grandmother receiving old-age assistance. 

The number of cases by District and category was as follows : 


| Total | ADC | OAA AB 





Agency 526 451 | 
District I 26 | ‘ 
al ch cnaiewntecalga eum s ede t | 600 | 


Cases receiving ADC represent 72 percent of all the assistance cases jn public 
housing. 

The average number of persons per case in the total ADC caseload is 4.2... The 
average ADC case living in public housing is larger in size by a half person. 


Although there were 626 cases in NCHA projects, the number of housing units 
occupied by these cases was $579: 25 represented district I cases and 554 district 
IT cases. 

In 47 housing units, the recipients of assistance represented 2 categories of 
assistance. 

Also in an undetermined number of housing units recipients of assistance were 
living with one or more relatives who were self-supporting. 

The number of housing units occupied by public-assistance cases, according to 
the housing project, follows: 

Number Number 
Project: of units | Project—Continued of units 
Langston Terrace : 27 Parkside ___- 
Carrollsburg 35 Knox_ 
Anthony Bowen 
Hopkins Pl 
eee eee. s 
Syphax 
Ellen Wilson 
Jefferson Ter 
Bryant St 
Highland___- 
eC) he Te ee 
Fort Dupont 


a 


Lincoln Heights 
Richardson 
Carrie project 
Georgia Ave 
Kelly Miller 


_ 
Seno RS 


_-* 


Total 





Ste] 


DONALD GRAY, 
Superintendent. 
Mr. Witcox. In Corpus Christi, Tex., the housing authority reveals 
an amazing account of providing public housing without the use of 
Federal subsidy. In that city out of 3 projects, one saved $21,831, out 
of its $77,998 contract subsidy; the second, of 490 units. had a contract 
subsidy of $54,420 and its income above operating expenses was $108,- 
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906; so it did not need any of its contract subsidy, but returned an 
apparent profit of $54,486. In the third project of 250 units, the hous- 
ing authority returned an apparent profit of $3,730 (pp. 2330, 2348, 
2350, ibid). 

The Father Panik project in Bridgeport, Conn., of 1,239 units dur- 
ing fiscal years 1954 and 1955 needed no Federal subsidy, and in fiscal 
year 1953 returned a net profit of $7,825 (p. 2345, ibid). The Louis- 
ville, Ky., Housing Commission sav ed $368,824 out of its contract sub- 
sidy of $1, 123,500 for fiscal year 1954 (pp. 2332, abtG-A7, ibid). Bir- 
mingham, Ala., did not use $226,987 (pp. 2340, 2349, ibid) ; Chicago, 
I11., $457,831 (pp. 2342, 2349, 2352, ibid), and the charts appearing on 
pages 2327-2353 of the House Independent Offices appropriations 
hearings for fiscal 1955 contain a vast number of similar savings ag- 
gregating almost $30 million in unused subsidies for fiscal year 1955. 

We must at this point recall Mr. Keyserling’s prediction, referred 
to on page 11 of this testimony, that he visualizes 
a public-housing program of decreasing Federal subsidy because of the wider 

range of higher-income groups who would be brought within its reach. 

His prediction is borne out by the record of subsidies unused, which 
means the housing of higher-income groups, and this, we respec tfully 
submit, gives substance to our charge that the ultimate goal of public 
housers is the socialization of family shelter in the United States, 
not the housing of the neediest as an exercise of a welfare function. 

We have insisted that public housing systematically excludes those 
in the greatest need in order to use less of the Federal subsidy and 
thereby, move closer to its ultimate goal of supplanting private enter- 
prise and private home ownership. 

Here is a sample of the technique employed in this systematic 
exclusion of needy families and an account of how it is proposed to 
function in Asheville, N.C. Here in 1953 the housing authority had 
a permissible contract subsidy of $137,020 and used only $89,340, 
leaving an unused subsidy of $47,680 [p. 2329, ibid]. For e: ach of 
the fiscal years 1954 and 1955 the unused portion of the subsidy 
amounts to $19,793. 

The Asheville Housing Authority was recently advised that it was 
using too much subsidy and was requested to revise the rent ranges 
for the different income groups in order to use less subsidy. This, 
then, is what was proposed for the public-housing project in Asheville: 


Proposed 





Current | 
occupancy | quota 

| 

Monthly rent per apartment: | 
DS nn cnbddavidaasibekensssannnknbt th ebbmendeeeboudadhawsine 87 55 
oo) OEE snl mh testo ce ares ie PC EE Aime vari pices: 29 37 
Ea oo > cate betatirdd ibe cbenibiceniiat ekcgiee bp cpt aint pile aon 52 | 40 
RS SA SET aN oe, OE EE 2 eee ae } 41 | 60 
BT BE le dadiice inde neistsnndcemnesteseoSesenndsoceesnasnesreneuse= 24 40 
OE EER OTT IE EEA AO LT A 13 30 





Please note that 32 apartments now rented to families who can 
afford to pay no more than $21 per month will not be rented to 
families in that income bracket when the present occupants vacate. 
They will be rented to higher income families. Under the proposal, 
and it is expected to be adopted shortly, families who can afford to 
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pay no more than $31 per month will lose 36 apartments, and families 
who can afford te pay $32 and more per month will have 52 more apart- 
ments than they have now. Thirteen, the number of apartments now 
used by families who can afford to pay $42 and more per month, will be 
increased to 30. 

We recently sent telegrams to approximately 40 housing authorities 
inquiring as to how their units were allocated according to rent ranges. 
Some did not even reply. Only a few gave the desired breakdown. 
The majority disclaimed any such pattern for excluding low-income 
families. This seems strange in view of the fact that the low-rent 
housing manual of PHA, section 405.1, sets forth in considerable 
detail the technique to be employed in determining the quotas to be 
applied to each income group. We appreciate that some technique 
may be necessary in order to make the project financially feasible. 
However, to employ it in order to reduce the amount of subsidy con- 
siderably below that fixed in the annual contributions contracts, and 
thereby deny this subsidized shelter to those in the greatest need, is 
nothing less than a perversion of the welfare function and underscores 
a principal reason why public housing is the wrong approach to the 
care of the needy and the destitute. 

The committee has been very kind in listening patiently to our views 
and our recital of certain facts gleaned from the annual reports of 
local housing authorities. For the past year we have endeavored 
through our Tocal real-estate boards to obtain copies of many of these 
annual reports for our study. However, many housing authorities 
advise our boards either that they do not publish an annual report 
or, if they do, copies are not available. Of the more than 400 housing 
authorities from whom we requested annual reports only about 40 
complied. This year the Congress will give these local authorities 
$87 million. Next year it will be more, and more the year after, even 
if this requested expansion is rejected. 

We respectfully urge therefore that you not only reject this pro- 
posed expansion of the public housing program but that you proceed 
with a thorough investigation, not of the Public Housing Administra- 
tion, which is nothing more than the conduit through which the subsidy 
is drained, but of the 811 local housing authorities who are receiving 
the huge subsidies, to demand an accounting of their stewardship, and 
to examine into the special privileged class of Federal tenants whose 
shelter is being subsidized. 

Again, I wish to reiterate our sympathy with the goals sought by 
this committee, goals which we have long accepted as our own and 
which we have transformed into action through our build America 
better program. 

The upgrading of homes through rehabilitation of existing housing, 
continued construction of homes in excess of family formations, the 
shift of millions of families every year to higher incomes, and a 
stepped-up program where required for the payment of rental allow- 
ances to needy families by local welfare agencies, far outweigh the 
arguments of 1930 depression vintage that we are a nation of the poor 
and the ill-housed and that we need to breathe more life into this 
offspring of the depression, public housing. 

We appreciate your courtesy in hearing our testimony and we com- 
mend it to your sympathetic consideration. 
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(The appendixes referred to are as follows :) 
APPENDIX A 


PROPOSED AMENDMENT TO H. R. 5827 RE FEDERAL INSURANCE OF URBAN RENEWAL 
BONDS 


Amend title I of the Housing Act of 1949, as amended, by adding the following 
new section at the end thereof: 

“Sec. ——. The Administrator is authorized, upon such terms and conditions 
as he may prescribe, to guarantee the payment of principal and interest upon 
bonds, notes, and other obligations payable from special assessments (or special 
taxes in the nature of special assessments) imposed upon real estate and issued 
by municipalities, counties, local public agencies, or other public entities for the 
installation, construction, or reconstruction of streets, utilities, parks, play- 
grounds, and other improvements necessary for carrying out the urban renewal 
objectives of this title in accordance with urban renewal plans in urban renewal 
areas as defined by section 110 (a). The Administrator shall fix a premium 
charge for any guaranty undertaken under this section which shall not exceed 
an amount equivalent to one-half of 1 percent per annum of the amount of such 
bonds, notes, or other obligations for the term thereof, which charge shall be 
payable at such time or times and in such manner as may be prescribed by the 
Administrator. Contracts for such guaranties shall be deemed to be contracts 
for loans within the purview of subsection 102 (e) but shall not be deemed to be 
contracts for financial aid within the meaning of sections 105 and 109.” 


EXPLANATION OF PROPOSED AMENDMENT TO PROVIDE FOR FEDERAL INSURANCE OF 
LOCAL URBAN RENEWAL BONDS 


Federal loans and grants to aid urban renewal under title I of the Housing 
Act of 1949, as amended, can do scarcely more than scratch the surface in urban 
areas that need some curative action against deterioration. Cities clearly need 
a method of financing municipal urban renewal costs such as those for planning, 
public works, acquisition,and removal of adverse land uses that does not depend 
upon transfers of money from the Federal Treasury to the cities. 

One of the first urban redevelopment actions to move from the planning stage 
into construction was the Lake Meadows project of a little more than 100 acres in 
Chicago. Acquisition of the site cost the city about $14 million. Reuse value of 
the site, when it was sold to an insurance company for redevelopment, was set 
at about $2 million. The resulting $12 million loss will be borne two-thirds by 
the Federal Government and one-third by the city of Chicago. 

Some idea of the limited potential of this process is gained from the fact that 
Chicago, according to its planning commission, has a total of some 25 square 
miles that need some kind of corrective treatment. If you apply a Federal cost 
of $8 million per 100 acres to the 25 square miles in Chicago which need attention, 
you arrive at a Federal cost for Chicago alone of more than $1 billion, or 
twice as much as Congress authorized in grants for all the cities of the Nation. 

After studying the possibilities under this formula, President Eisenhower's 
Advisory Committee on Housing reported to him that if we rely on demolition 
alone and continue at the present rate, it will take us 200 years to get rid of 
the slums. 

Now gaining support throughout the Nation is a proposal to fill this gap in 
municipal finance through the benefit assessment principle. Under this plan, a 
delineated urban renewal area would also be a benefit assessment district. Under 
State enabling legislation urban renewal costs would be assessed against owners 
of property in the area being benefited, with each property owner being given 10 
years in which to pay his assessment. The city would launch the program by 
issuing neighborhood conservation benefit assessment bonds, secured by assess- 
ment liens, but not by the general faith and credit of the city. 

In order to provide ready marketability for such bonds at favorable interest 
rates, it is proposed that they be federally insured, and that authority to issne 
such insurance, on the basis of an insurance premium, be placed in the HHFA 
Administrator through an amendment to title I of the Housing Act of 1949 as 
amended. ' 

Assisting a municipality to obtain a favorable interest rate to be made available 
to renewal bonds will permit a more favorable interest rate to be made available 
to individual property owners on unpaid balances of their assessments over the 
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10-year period. The insurance premium of one-half of 1 percent of the amount 
of the bonds will provide an insurance fund out of which claims can be paid. 

The following data is based on returns from 209 local real-estate boards. The 
communities mentioned are named in terms of the jurisdiction of the local real- 
estate board and in some instances the designation is therefore in terms of an 
area. 


APPENDIx B 


Results of a survey by National Association of Real Estate Boards (March— 
April 1955) on enforced and voluntary demolition of unfit properties 





Rehabilita- we emalition , 
P . , tion under Yoluntary re- a6 ES Voluntary 
Name of board reporting law enforce- | habilitation under law demolition 
ment enforcement 

Birminghbem, Als. ....-...-.------------ s x x ¢ Mh, Sor eee eee = 
| | RR es eee = mee. “TebaSueeee ates x show 
Mobile.-.-.-----.- x ‘ 
ee eee > ie eee Py a 
Northern Arizona, Ariz-- --- ‘ x x x S 
TOE co Se nnlehsnanwnshsonden bon x pn) CBee ee - 
Tl DOROEG, Bt isn ccsennn<o~s-- x x 
Little Rock xX ‘ 
Rogers. - -- oa RSs asd : 3 x 
West Memphis... ...--...-.-- x x 3 
Arcadia, Calif.......--- x abak x 
Azusa-Glendora- . x aren 
i ee . 5 xX x : x 
3 ae a ee X me: ere ann ees 
Fullerton Se ae, ES x 
Long Beach...------.-- A Pe Se * SASH ce — x ce 
Los Angeles TE SERED FTES xX x 
Ring RE ooo aks ob endo eus acesesee sexs xX xX X 2 
Oakland -_......... x x 
Ce cea neanhaas xX a x 
3. | UR eee Sa dcuseek xX x xX x 
OS EERIE et xX 
San Diego_.-- P a xX x 
Colorado Springs, Colo--- , xX 
RIO Se oe tad cts suwas ocaoune ., = xX x 
Cee SN De an a a | Ci PS See See eee 
Pueblo ; he Sheet A ee - xX xX 
New aeen. Cog. .........-.....- xX ‘ 
Kent County, Del--- x 
Tn ne Co cttcane ee xX | nn) Seereerese 
Miami, Fla_....---- KEELE ROTOR xX x \andasacaenenaets 
ete an rtecnnsusenwaeeeemns x x xX 
J ont el = aD a er axe = Sac x ae «s acual ptics ruksta nia aae 
Coeur D’ Alene, Idaho---------------- Cte x bee a alia Side ys 
ee ae es a 5 chee 5 aehaecade omeatine x 
NPE, cok ons tenn ddene~ sense Bee A, Me fe kei x mate xX 
§) O \: a ae a a | c - x xX 
yo) oben i) a eee eee : HY Pe 
Oe cine x x . 
py a a RES eens ee ; Re eae & ~ bdaskesdcsatae 
ea Sh eet ei : «fe, ES aes Eee ene 
Evanston-North Shore......------------------- = : i eee 
We NE a  ccatinenxerin ie rinbewinn >: Pe es eeeeeetee x . =s 
ff ch OF eR ao RS : y ieee Eas ee > (nn Aone rE Bao 
NS SEE PLES eee | = ess ee. _ %- tested. oe 
ON le IY RES IE aye ae c rae ‘ > ie See x 
nc minim : i PR ear p ee eee ee 
fo i rs a ee x > ie | ee aes 
ee eS eweanee 2 a DaSSMeee eas eS * xX 
ee iow Ae Sear Sees eta Ipreee seees x 
Es acc emahenns a aes : ee eS er x 
V0 | i ees - <a pa x 
ee ee Tt nck wasauat <e ae Pee See eevee See ee 
pS a eee ae > as eee ra PETA Hear Ts 
A en ee caus laenediogeceeter b 4 oe x 
PS ae eas eS Os , i ae hie PRS MS x 
po SE S&L See | i Stes eR ¥ BA aA 
ee “te a Pe eee De . TRS eee eee y 4 
pg ti er ea a ears a x p : ee Aeeeteree 
Lewiston-Auburn, Maine_.-.......---------- a ee Oe i ee x x 
en es We ceuwcaca~ons x eae : ta eae Ree 
Pb) Oe, a a ees Bare eee a Carre keene ares Saree ae 
_ \"" 2 iG i i Ra ee Pee 4 
| lil oliG Rpm Se . ii Aa SRS ees en 
Bemidji, Minn__._______- fu Ce ae 4 EROS SO a ie RTE 
ON, SS Sd EARS Meee teen IKSere Tae Re x 
LT vss Sty gibi aia ar he eae : i VSS x 
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Results of a survey by National Association of Real Estate Boards (March-April 
1955) on enforced and voluntary demolition of unfit properties—Continued 





Name of board reporting 


Rehabilita- 
tion under 
| law enforce- 


| Voluntary re-| 
| habilitation 


Demolition 
under law 


Voluntary 
demolition 





ment enforcement 
Sy SER Se ER Eee eS eS, CPR x x 
SA, ABER. Rikon. cuetaitee biel cadine kien bidd x Seiewe PS. LP a 
ERROR EE Se Pee a x cchin xX ‘ 
Ozark - - ; x . xX 
Se IN lis oi chaise daria Gomme iaewnn. x ee eeandel x < 
8 Ee ee eae Pe ee eee eee ee x x x 
Oe ODE x aes 
Lincoln County-_....._._- |. Uhsone aanienl C ‘ 
i "SE Ae Se ERS FR ei Fs RS 4 SC TES, ER ARR saat ee x 
a SUE TIES IE ST RO i, ee eee Peres 
Jersey City, RD SRE SRS ERA ED x PELE EIEN res 
Albuquerque, ky Eda athe Sx x : 
oo A Sy a eas a ae xX ; . x 
0 SE ee a ee eee xX x x 
a Rr See er eee " 4 
Truth or Conseque nees..._- eteed x t 
eee ‘ : i eee eee x 
New York City-- X re pee 
Otaego- Delaware Counties........-.---.------. oe) See pesmi ticdaprdcecntk tn 
oa: —- a ‘is xX : 
Utie: if exci inmidinaiarwts | Ty er re eee : > y 4 
Chs shetee, es, ae eee ee ee er oe x ST ete, eat Sle 
Greensboro-_.__-_- . it x a et are a. 
Grand Forks, N. Dak_- isiguliiueca cabo emie xX xX x 
Akron, Ohio_--.--- = Ar. <8 Sees SE a x abate rt Seale 
Alliance.......-.. x i eee ne ee x 
ND OCP wiheiiecudctck Chup eee eawen s 4 xX ; 3 x 
Ee ee NSS ee x x ace x 
6 A a SP ee Oe x x 
Portage County- picida x idundeceac x 
0 SE ae ae eee ee SA Beers eee 
Toledo_ sin x x x 
Bartlesv ille, Okla__- D j x 
NSO eee eee ©? he cecdish ced Jf 
OS SSS ee x x 
Oklahoma City_ ‘hhekene x x 
PE cerunatetineaceasades tawcdbecacen x x 
Medford, Oreg- ee EE eee ey x : x 
Portland e é x 
EEE EID a | Sig) SPEDE Rye! a0 Bee! Reds 
Allentown, Pa x x 
Chester _- dias | ae ee x 
OO LES I LA OF Sane a Bee x 
| RN A coer Rhee Aapayot etna: E- CR irl ieee aS er x eo 
Philadelphia dnaskedes x x x 
Pittsburgh_ x boabadaasdlecccl’ x 
OE REE Ey er ne TT eee eee Soe x Pe! 
Williamsport x aesaea x 
RE ee i OS ee ee Bao = gases - 
IEEE wcities oiwitl du dainconkOak naegiiwek, ab ---Whasesads cascoetloaéscase x 
a eee ee ee Se x - x 
Maryville, Te nn. ated ates x 5s ia ciate mie 
Memphis Paiste mech ne ms ~ Tinasctecesunddl x 
Se See Peer ee ne eee (eee x Kasay est inten te 
NSD LEE. AGELE LAE LEIA ETS OE x ‘ aan PAS 
ON RS SE ee Re. Ve pbbbsleddcasecsaces x 
ES SRS Perera yt oon x 6 Rid RERe CE a neukertadeug Tt eaaebomre. 
Snyder- Minidtdnbnatetingimtaptvubizegcassstguaes| : Sie Coo ee Sees: Oe 
Salt Lake City, ee ee «4 x S scsta es teiniaeadick oi x 
pe ARES SE IN at x a Js ats Renee ae, 
BS ERIE EE RIAL ORS TF ELS 8 (Os x nna 
SN Ss icin nipconvands sabe pensiashenntl x reer aePeemene re a. emer G 
Olympia, W | SAE eit neice Scan BG sigqcueweenans x ESR ae ea 
J RES ES EAD BERR, a ~*~ Atemsensaactied x Ee Se irom eae 
IT WR cicncka ches corsinetcageaan x x x MN 
ES Ee ee a eT ae ey Senne sancti nia cnsianitelniatie x x 
ll a ET te” teil Ata x oanetnedeaa a, ee ee 
PE si nccdcupincicrwuniinbuphuthbidiencoe lidbpbenosbeees eer Geeore ’ x 
eee ae ae ee ete Sen oes 83 | 54 54 47 
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APPENDIX C 


THE Butitp AMERICA BETTER COUNCIL, 
NATIONAL ASSOCIATION OF REAL ESTATE BOARDS, 
Washington, D. C., May 2, 1955. 
To: John C. Williamson, secretary-counsel, Realtors’ Washington Committee 
From: Charles T. Stewart, secretary, Build America Better Council 


As requested, we are setting our below some of the highlights in results 
achieved thus far in the conservation approach to elimination of blight and slum 
conditions. They show the application of principles which NAREB’s Build 
America Better Council proposes and actively advances. 

Charlotte——As of April 1, 1955, 10,540 substandard houses have been brought 
into compliance with the local laws since the commencement of the city’s enforce- 
ment program in 1948, at the urging of realtors. Also during that period, 1,418 
unsalvable houses have been demolished. In that way Charlotte’s housing code 
enforsement program has affected nearly a third of the city’s housing supply. In 
the 6-year span, over 1,800 families from overcrowded or demolished dwellings 
have been relocated in rehabilitated units and privately built new units. 

Cincinnati.—The city’s housing division’s 1954 report lists the following 
achievements in the realtors’ supported code-enforcement program: 45,673 in- 
spections, 2,077 buildings brought into compliance, 41 buildings condemned, 106 
buildings demolished, 479 dwelling units eliminated, 970 fire escapes erected, 
1,150 private toilets installed, 418 private sinks installed, 309 baths installed, 
14,165 windows repaired or replaced, and 3,456 gutters and downspouts repaired 
or replaced. Total value of all permits issued under the’ city’s enforcement 
campaign was $3.9 million. 

Detroit.—This city’s committee for neighborhood conservation and improved 
housing, in which realtors take a leading part, has embarked upon one of the 
country’s most ambitious programs of housing rehabilitation and neighborhood 
conservation. In a little more than a year, this 34-member group (composed 
equally of city officials and civic leaders) has accomplished the following: (1) 
Developed a comprehensive city planning approach to the neighborhood conser- 
vation problem; (2) delineated residential sections into general planning areas; 
(3) selected 46 neighborhood areas for analysis; (4) made block-by-block surveys 
of the 46 sites; (5) analyzed the social and environmental characteristics of the 
46 conservation neighborhoods; (6) selected an 8-block pilot area in which all 
structures were inspected for housing, sanitation, and fire-prevention compliance 
to review and observe enforcement procedure; and (7) surveyed more than 4,000 
dwelling units in 2 conservation neighborhoods with respect to facilities, mainte- 
nance, occupancy, and environment. 

Kansas City, Mo—Since 1952, city inspectors have inspected 19,980 dwelling 
units, issued 10,389 orders for compliance, secured 8,394 compliances, ordered 
52 buildings demolished or vacated. Realtors helped establish this program. 

Louisville—Among the major achievements of this city during 1954 were: 
(1) Establishment of a new department of housing conservation and renewal to 
coordinate the overall housing inspection and neighborhood conservation pro- 
grams; (2) approved on July 14, 1954, a new ordinance for minimum standards 
for habitable buildings; (3) set up a mayor’s citizens advisory committee on 
housing; (4) outlined 2 pilot neighborhoods for full-scale code enforcement and 
public works improvement; (5) held a J-day (junk day) for the 2 areas with 
the city furnishing trucks to haul away debris that had been littering the neigh- 
borhoods for years. 

Adding impetus to the city’s program has been the positive action of realtor 
Michael J. O’Dea, Jr., who teamed up with two builders to buy dilapidated houses 
for rehabilitation in neighborhood conservation areas. The trio formed a corpo- 
ration and will completely rehabilitate its first single-family structure after which 
the house will be sold or rented. Next project for the firm will be a 2-family 
structure, then a 3- or 4-family unit, and on up to a group of row or party-wall 
houses. All the work will take place in two neighborhoods and will serve as an 
example of what can be accomplished through rehabilitation for the low-income 
occupants. For instance, the firm expects the first single-family house to rent 
for about $40 monthly, should they put it on the rental market. 

Newark.—The city has covered the major part of its 350-block area which is 
scheduled for house-by-house inspection, with 220 blocks completed as of April 
1955. A centralized housing bureau within the city handles all dwelling inspec- 
tions and turns all necessary cases over to a special housing court for handling. 
The court was formed at the suggestion of a citizens advisory group headed by 
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realtor Agnes Coleman. Plans have been made for study of modernization of 
local housing code. 

New Orleans.—Approximately 1,500 dwelling units were rehabilitated, plus 
1,500 with work in progress last year under the community’s area-by-area enforce- 
ment program launched with the aid of realtors in April of 1954. It is estimated 
that some $5 million was spent by property owners repairing the units. This year 
the city expects to cause the rehabilitation of 5,000 units and plans to continue 
at that pace each year until the commnnity’s estimated 45,000 blighted units are 
in compliance with the law. 

New York City.—Additional evidence that the large metropolitan cities can 
successfully tackle blighted neighborhoods is offered by the Nation’s biggest city. 
Early last year New York City embarked on a permanent, citywide block-by- 
block law-enforcement campaign to bring dwellings into compliance with local 
ordinances. The city’s chief magistrate estimates that by September 1955, 
about 100,000 dwelling units in the city will have felt the impact of the program. 
As of January 4, 1955, a total of 97 percent of the 3,240 property owners who were 
cited last July have eliminated violations. This group was given until Jan- 
uary 4, 1955, to bring their properties into compliance. The 938 owners who 
failed to pass inspection were given until January 25, 1955, to make necessary 
repairs or face criminal complaints. 

Meanwhile, during a 10-month period last vear, the city’s housing and buildings 
department made a house-by-house, block-by-block inspection covering 90 percent 
of the Harlem area. 

In another action to combat blight and inadequate housing conditions, the 
mayor is urging his city council to modernize the community’s multiple-dwelling 
law to bring it up to present-day standards. The Real Estate Board of New 
York recently created a committee to work with the city administration in en- 
forcement of the laws relating to multifamily residences. 

Across the river in Brooklyn, officials recently opened a drive to bring 17,000 
deficient dwelling units into compliance with local housing codes. 

Philadelphia.—A new comprehensive dwelling code, coupled with a far-reach- 
ing program for uplifting the city’s downtown area, is the outstanding gain for 
this metropolitan center. In addition, the city has centered all enforcement 
provisions of the recently enacted code in a new department of licenses and 
inspections. 

The Philadelphia Real Estate Board’s committee on rehabilitation is working 
closely with the city in a public education plan on the new housing regulations, 
and is also helping property owners with technical advice on bringing dwellings 
into compliance with the law. In each of the four pilot areas of the city in 
which firm code enforcement is launched, the board is providing the services of 
a realtor who will serve with representatives of schools, churches, and health 
and welfare agencies on neighborhood committees designed to promote under- 
standing and compliance with the new ordinance. 

San Francisco.—Kickoff meeting of the city’s newly appointed citizens par- 
ticipation committee for urban renewal was held on January 4. This group will 
spearhead San Francisco's slum-prevention and housing-rehabilitation campaign. 
Committee chairman is the retiring president of the San Francisco Real Estate 
Board. Also serving on the unit will be a widely representative group including 
architects, builders, lenders, labor leaders, and key city officials. Initial ob- 
jectives of the group include getting the city’s health, fire, and building inspec- 
tion forces doubled, plus embarking on a visual education campaign to show 
property owners how to improve values and raise income through rehabilitation 
of their units. 

The committee recently recommended that the city employ 10 additional health, 
fire, and building inspectors to help step up the slum-prevention program. Re- 
sults of the city’s 12-month inspection of an 18-block area were recently an- 
nounced. 

Inspectors surveyed 413 buildings housing 10,341 occupants. The inspectors 
issued 244 notices to correct housing violations on these structures, and a total 
of 170 buildings have been rehabilitated, 60 have been vacated, 2 demolished, 
31 condemned. 

In mid-December, the city commenced a block-by-block survey of a 19-block 
area to determine renewal needs. 

Norristown, Pa.—Every 2 years for the past 6 years, Norristown realtors have 
volunteered their services to inspect personally the community’s estimated 9,000 
dwelling units to uncover possible hazards and code violations. The first inspec- 
tion uncovered some 365 properties with main structure conditions or defects 
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requiring immediate attention, or the elimination of outside privies. As of mid- 
April 1955, all but about 12 of these major hazards and violations had been 
eliminated and action is underway to wipe out the remaining non-code-com- 
pliance cases before the end of this year. 

You may also be interested in some deatails of what realtor Peter Turchon, of 
Boston, has personally accomplished in providing low-cost homes through reha- 
bilitation. He was cited by a national trade publication as the one person “who 
has done more to prove that old houses have value, than almost any other man.” 
During the 29 years he has been in the home-improvement business, his firm has 
injected new economic life into literally thousands of dwellings. He buys, reha- 
bilitates, and sells an average of 500 homes each year. His 7 sales offices, 26 
salesmen, and multi-million-dollar business provide ample proof that outdated 
homes can be brought up to modern living standards for even the low-income 
families. In his latest sales book of property listings, he displays modernized 
homes at prices ranging from $4,900 (total cost for a 2-family structure) to 
$29,000 for a 4-family apartment and 4 stores. In between are 17 one-family 
houses with an average price, after rehabilitation, of $7,963; 32 two-family 
buildings averaging $9,090; 38 three-family houses at $10,989 : six four-family 
houses at $12,180. 

We have some very good “before” and “after”? photographs of dwelling units 
that have been rehabilitated for the low-income group. If you would care to 
see some of these and pick a few for your possible use on the Hill, let me know 
and I will be glad to go over them with you. 

Sincerely, 
CHARLES T. STEWART, Secretary. 


APPENDIX D 


Federal income-taz liabilities, 1953—By income distribution and size of families 





Number | Percent | 
Income of distribu- 
families | tion 


Average a Percent 
tax Total tax levy a a cumula- 
liability = tive 


Average 
income 





0-$1,000_ . ._ -- 2, 866, 000 | 5. $498 | 0 0 0 0 

$1 ,001-$2,000 | 5,433,000 | ’ f $44 | |! $239,000, 000 : 0.8 
$2,001-$3,000 6, 488, 000 | 3 51: 131 1 850, 000, 000 2. 3.6 
$3,001-$4,000_........_-- 7, 399, 000 6 3, 51: 215 | 11,594, 000, 000 5.5 8.9 
$4,001-$5,000 7, 247,000 | . 38 315 | 2,285, 000, 000 6 16.5 
$5,001-$6,000___..__- | 6, 276, 000 , 5, 46 474 | 2,975,000, 000 9. ¢ 26. 4 
$6,001-$7,500 6, 240, 000 | 2.3 | 3, 696 655 , 090, 000, 000 3.7 40.1 
$7,501-$10,000 | 4,834, 000 9.6 my 884 , 275, 000, 000 & 4.3 
$10,001-$15,000 2, 273, 000 5 | 2, 092 1, 422 3, 235, 000, 000 8 65.1 
Over $15,000 | 1,494,000 | 3.0 | 28,306 7,001 | 10,457,000, 000 34. { 100.0 





| 50, 550, 000 | 100. 0 5, 372 593 | 30,000, 000, 000 , 100.0 
| | 





1 The total tax levy of the $0-$4,000 income group is $2,683,000,000, but this includes unattached indi- 
viduals. $2,000,000,000 tax levy represents a reasonable estimate of family tax liability in this income group. 


Source: March 1955, Survey of Current Business, U. S. Department of Commerce, 
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APPENDIX E 


Distribution of family personal income in 1950 dollars for families and 
unattached individuals before Federal taxes 


{Numbers, in thousands] 


1935-36! | 1941! } 1950 2 


Under $1,000 7,478 | 6, 232 | 3, 861 
$1,000 to $1,999 ; ; 11,231 | 8, 236 | 7, 464 
2,000 to $2,999 an } 7, 959 | 7, 643 | 8, 091 
$3,000 to $3,999 4, 709 6, 488 8, 586 
Total : ab Ss 31,377 28, 509 28, 002 
$4,000 to $9,999 : 6, 074 11, 356 | 18, 342 
$10,000 and over . 959 1,415 2, 546 
Total. " 38, 410 41, 370 48, 890 
PERCENT DISTRIBUTION 
Under $1,000 19.5 5.1 8.0 
$1,000 to $1,999 : 29. 2 19.9 15.3 
$2,000 to $2,999 20.7 18. 5 16.5 
$3,000 to $3,999 12.3 15.7 17 
Total 81.7 69. 2 57.3 
$4,000 to $9,999 15.8 27.4 37.5 
$10,000 and over 2.5 3.4 5.2 
Total. ‘ 100. 0 100.0 100.0 


1 Review of Economics and Statistics, February 1954, p. 5, table 3. 
2 Survey of Current Business, March 1955, p. 13, table 10. 


APPENDIX F 


Change in the number of families, by income class, 1949-53 * 


{In millions] 


$4,000- Over 











To $3,999 $7,499 $7,500 | Total 
} | 
Se ee ee ee. See os a Oe Se 21.6 | 18.8 7.7 | 48.1 
RRS a eS ae REE SS TESS 28.9 | 12.0 | 3.6 | 44.5 
wile ed 2 SS See 
I i ct I a a ts edt | 7.3] +68 +4.1 +3.6 
Decrease in incomes under $4,000, 7.3. 
Increase in incomes over $4,000, 10.9. 
Mean income for 1949, $3,750. 
Mean income for 1953, $5,080. 











1 Income distribution data are not yet available for 1954. The income distribution is taken from the 
Federal Reserve Bulletin, July 1954, p. 701; the figure for the tetal number of families is based on Census 
release of December 20, 1954, and p. 576 of the Federal Reserve Bulletin, June 1954. The figures are, of 
course, rough, but indicative of the facts. 
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APPENDIx G 
nd Distribution of income after Federal taxes for families and unattached 
individuals (1950 dollars) 
[Numbers, in thousands] 







































































2 g Number with income | 1950 | 1951 | 1953 
toll ; | | 
3,861 f Wath OME io Aas nics ak soncnacenaswsesseeenees 3, 978 | 3, 350 | 2, 980 
7, 464 F pr, OCS REGS Wea 7,940 | 6, 541 | 5, 950 
8,091 | Se 8) 664 7,849 | 7,173 
8, 586 3 dtu ainmnsieusnanienns | 9, 109 | 8, 763 | 8, 257 
28, 002 q SESS 2 ee ee VRCRSRY Gee Tena | 29, 691 | 26, 503 | 24, 360 
8, 342 4 mew es SRR p27 ea ae aap a gp | 17, 141 | 20, 557 | 23, 206 
2, 546 : rg i Sy RE BS aE 2S Re ene ANISM A 2,058 | 2, 420 | 2, 984 
18, 890 j gem ee se i 48, 890 49, 480 50, 550 
3 PERCENT DISTRIBUTION 
8.0 d ee ee ee a a ee See Pee ee ene 8.1 | 6.8 5.9 
15.3 i eT oo a a ss a caissedahie leas 16.3 13. 2 | 11.8 
16.5 ; Tyre | CARS Sa a a a aa a 17.7 15.9 | 14.2 
17.5 i | SE ee OR aaa chet tee a ttoe: | yt Ape ETRE Ree 18. 6 | 17.7 | 16.4 
57.3 COS ES Ta ee ee nee 60.7 | 53.6 | 48.3 
37.5 4 vr So | ipl eda inepaigeepnanite Be et eee es iiaccac cen 35.1 41.5 | 45.8 
5.2 4 ERIE SPSS Peg SE Ree eae pers aan, 4.2 4.9 | 5.9 
100.0 IN leis the gcd cnchinin acid ches ttnmaoesinccinek 100.0 | 100.0 | 100.0 
| | 
Source: Department of Commerce. 
APPENDIx H 
Projected number of households and after-taxes income distribution, 1950-65 
(Numbers, in millions) 
-“s i = a 37 aaa iti be eee 
| 1950 | 1955 1960! | 19651 
tal ; fame) a 
Sp Sma a A A ek aS 2.5 | aa 1.5 | 1.0 
C1 COE VE RGA | 3.8 | 2.5 | 1.6 | 1.1 
48.1 gs’ 2 Re | 3 ee ae Seas 15.5 | 11.8 | 9.5 | 7.0 
44.5 3 | | 
——— § eS ae, ere eee 21.8 | 16.0 12.6 | 9.1 
43.6 4 rape ~~ | Sheep iatenae se tana egm ae | 20.0 29.2 35.0 | 40.8 
E Sn ec ecacepesanmnnns 1.8 | 2.6 3.3 4.9 
RT ARC Sea ee © ee eee | 43.6 | 47.8 | 50.9 | 54.8 
a PERCENT DISTRIBUTION 
msus 2 l | l l 
re, of Ca | 5.7 | 3.6 | 2.9 | 1.8 
5 RR vrekc aida nidonsauncweannetaetex Sulionkduh 8.7 | 5.2 3.1 2.0 
| AE LSS PETIT 35.6 | 24.7 18.6 | 12.8 
| EEE a es ae pena | 50.0 | 33.5 | 24.6 | 16.6 
atti iiiekcidacssariansenrenisreceses | 45.9 61.0 | 69.0 | 74.5 
eo oa ag, ATC ES Linbak | 4.1 | 5.5 | 6.4 | 8.9 
SS a 100.0 | 100.0 | 100.0 | 100.0 
| | | 





11955 dollars. 
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APPENDIX I 


Public housing eligibility of families currently housed in urban r 


(compiled from HHFA-URA new releases, January 11 through 


| | | 





enewal areas 
May 13) 


| 
Num- | Num- 
| ber of | Total ber 

P URA press release No. Total | sub- | | eligible |,,. a 
Location aoe baw no gy gh ch families - Balance 

| ard | ™ area) public 

units | housing 

Illinois: 

Te, Se .--| No. 208, Feb. 15, 1955 1,419 946 1,051 500 551 
Se ee oe ae No. 210, Feb. 19, 1955_- 115 58 82 40) 42 
Robbins__-__-_- accne-no-| NO. 28, Apr. 23, 1956.... 134 103 85 73 12 
Massachusetts: Boston_._..........| No. 230, Apr. 30, 1955 968 860 669 594 75 
Minnesota: Minneapolis ——— No. 222, Apr. 6, 1955 1, 439 1,118 1, 356 540 816 
Missouri: Kansas City. .....--.----- No. 204, Jan. 18, 1955_- 705 440 614 176 438 
New York: Schnectady .----| No. 233, May 12, 1955. - 351 256 207 35 72 
Pennsylvania: Philadelphia___.-...| No. 225, Apr. 8, 1955 780 741 546 287 925 





APPENDIX J 


Number of ineligible (overincome) tenants in low-rent housing proje 
Metropolitan Housing Authority, by quarters 


Period ending 


Jan. 31,/Apr. 30,|\July 31,| Oct. 31,) Jan. 31, 


1951 1951 1951 1951 1952 
Total number tenants end of period _- 1, 352 1, 352 1, 352 1, 352 1, 352 
Ineligibles, Poindexter Village ___- 10 10 15 21 14 
Ineligibles, Lincoln Park Homes- -- 25 16 11 21 25 
Ineligibles, Riverside Homes 5 y 26 17 16 
Ineligibles, Sullivant Gardens.- 33 31 35 20 21 
Total ineligibles end of period _- 73 66 87 79 76 
Ineligible tenants at end of previous period -- 110 73 66 87 79 
Tenants determined ineligible during period. 40) 39 55 54 45 
Total before removal of ineligible 
tenants 150 112 121 141 124 
Tenants removed from ineligible list during 
period : 77 46 34 62 18 
Ineligible tenants end of current period 73 66 87 79 76 
Vacate notice not yet expired__- 56 53 67 60 62 
Vacate notice already expired_- 17 13 20 19 14 
No legal action started____- 0 1 0 0 2 
Legal action started 17 12 20 19 12 
Percent of total ineligible, end of period _- 5. 40 4. 88 6. 43 5. 84 5. 62 
Number overincome tenants moved 35 27 23 51 25 
Number eligibility reestablished by income 
change- ‘ int 42 39 11 | 1] 23 | 





Source: Records, Columbus Metropolitan Housing Authority. 


cts, Columbus 


Apr. 30,) July 31 


1952 1952 
1, 348 1, 346 
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APPENDIX K 


Number of families living in permanent low-rent housing, by occupation and 
race 





Totals White Colored 











| Number | Percent | Number | Percent | Number | Percent 











NE RS ep ee ey ae eet (One Cee 395 100. 0 369 93. 4 26 6.6 
Occupation: 

Ate a aE a be ceane 111 | 28. 1 111 , ) | SRE CES es A nee 
Office worker-_-_----- pS nea > 2 Se SA OES CO 39 | 9.9 37 9.4 2 5 
| RES Ae ee Joa 32 8.1 25 6.3 7 X 
ES a ae ae SPE AE 38 9.6 38 SS aa ae 
ARIAS DRS ioe Foal | 11 2.8 11 1S 5, AR WS a Pen SP 
TAR Stncedddeck dots nceesicenlee 11 2.8 9 2.3 | 2 5 
SO hangin ite Sw eines eth tran ew 17 | 4.3 16 4.0 | 1 | 3 
Po OSS a es a 45 | 11.4 36 9.1 9 2.3 
Ry os oo ihn wane cane ect 91 23.0 86 21.8 5 1.2 


| 
| | 





Source: Housing Authority of Portland, Oreg., Mar. 31, 1955. 


APPENDIX L 


[From the New York Times, Monday, April 11, 1955] 


TeN-YEAR SEARCH FOR A HOME ENDS—COUPLE AND 5 CHILDREN LEAVE UNHEATED 
TENEMENT FOR City PROJECT APARTMENT—ONE OF 1,500 RELOCATED—ARMY 
VETERAN FOUND Lots OF RENTALS, BUT THEY WERE BARRED TO LARGE FAMILY 


By Emma Harrison 


When Frank Hughes got out of the Army, he and his wife Dorothy began to 
look for an apartment. Now, some 10 years and 5 children later, they have 
found 1. 

The Hughes family’s move from a crowded, damp, unheated Brooklyn tenement 
back to the twentieth century occurred when their application for city housing 
was accepted. They took possession of a modern five-room apartment in Jeffer- 
son Park Houses, 330 East 115th Street. 

When the mammoth federally aided project is completed, the Hughes family 
will be 1 of 1,500 families relocated from what the City Housing Authority calls 
substandard housing. But being one of an impressive statistic doesn’t begin to 
reveal the major changes being made in the lives of these families. 

To note that the Hughes family is now confronted with an abundance of heat, 
hot water, and living space would be to oversimplify the meaning of that change. 

In the 10 years since the war, the Hughes family, like so many others, lived 
in varying degrees of makeshift and discomfort. Seven of these were spent in 
a sunless, stuffy four-room flat in the West Sixties. The last straw in that 
occupancy was the appearance of a rat. The Hugheses fled to another inade- 
quate apartment in the Rockaways. 


RENT IS DOUBLED 


When the resort season rolled around and the rent was doubled to $125, the 
post office transportation clerk and his family had to move in with relatives— 
in two groups. Two of the young girls were boarded out at $30 a week. One 
went to an aunt in Kingston. 

“We could have got lots of places without the children, but when you say yon 
have five, people think you're crazy,” said Mrs. Hughes, explaining why the next 
refuge was a heatless, hot-waterless tenement on Brooklyn’s Glen Street. 

The 7 Hugheses, including the new baby, Frank, Jr., crammed themselves into 
5 of its 4 tiny rooms. The fourth, a mere cubbyhole, was uninhabitable because 
of dampness. 

The first winter was heatless. Water was heated sparingly by a rickety gas 
water heater that the parents distrusted. Because the baby burned himself on 
the unguarded heater, Mrs. Hughes had to wash dishes only when he was asleen. 

Life was one constant head cold. In rainy weather, water streamed down 
the walls. Major expenditures added measurably to the $29.10 rent. A kitchen 
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stove, gas radiator, and refrigerator were bought. Gas bills were as high as 

$30; laundry bills average $2.50 a week. Frank Hughes’ estimate of the rent 

with these extras was $60, only $7 less than the new, utilities-included apartment. 
CAT IS NECESSARY 

LGesides the 5 children, 4 of whom slept in the 1 small bedroom, there was Tiny, 
the cat. There wasn’t room for Tiny, but he displaced a certain number of 
mice and was essential. 

If the necessities of life were elusive, its niceties were impossible. The 
Hugheses painted walls 3 times in 18 months. Fumes from the gas radiator 
kept walls and curtains blackened. 

And there was Frank Hughes’ biggest problem—sleep. A night shift man 
in the general post office, he tried to sleep days on a couch in the living room. 
Just before he moved, he said: 

“The kids climb on top of me and Frankie gets hold of my hair. Just to get 
in a room and close the door. That’s what I’m looking forward to most.” 

Now, although they are still unpacking, startling contrasts present themselves 
daily. Mrs. Hughes, a slender, energetic housewife in her early thirties, has 
taken an entirely new outlook on her duties in the sunfilled, spacious quarters. 

“It’s a pleasure to do things here,” she says. “You can see what you've done. 
In the other places you worked and worked and you couldn’t tell it.’ 


CLOSETS, TOO, NOW 

She takes pleasure in such simple joys as being able to turn the radiator down, 
open the steel casement windows, and have closets. 

“But it’s the children first,” she said, thinking over the improvements the 
move has made. “They have room to play where they're not underfoot. Their 
colds are almost gone. And they have places to keep things. It’s hard to teach 
them to do things right when they have no place to put things.” 

Perhaps her greatest single joy is planning for curtains that will stay fresh 
and clean and brighten her home. 

Part of her day already has been lightened. In the new school, Our Lady 
Queen of Angels, there is room for one more Hughes daughter, Kaaren, 6. This 
leaves only Frances, 4, and the baby home part of the day. 

The Cuarrman. All of the representatives of the big cities have tes- 
tified here saying that the elimination of slums is a matter of major 
importance. It is not only a city question, but it is a national question. 

How would you proceed to eliminate those slums ¢ 

You say you are opposed to mass demolition. 

Mr. Witiiamson. Mr. Chairman, we said we were opposed to the 
mass-demolition approach as the only way of doing it. There is no 
question but that in some areas the only way you can ‘Tedev elop them is 
through mass demolition. But we didn’t want the overemphasis on 
mass demolition to prevent a sound approach toward the rehabilitation 
of many areas that could be salvaged. The mass-demolition approach 
is not only expensive, but you have to dislocate many people, commer- 
cial as well as residential. I think Mr. Multer is well acquainted with 
what we think is an example of the mass-demolition approach in the 
Washington Square area of New York. We don’t know whether that 
is the only way that area could be redeveloped, but we can see where 
overemphasis toward mass demolition could have unfortunate results. 

The Cuarrman. I had understood you to say that you were opposed 
to mass demolition and were in favor of the improvement of existing 
housing in slum areas. I wondered where you would get the funds to 
improve housing in slum areas, and if you did improve them if it 
would change the character of the areas ? 

Mr. Wiicox. That is one of the reasons we like the urban renewal 
program under FHA. If a city, through this program, will adopt 
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methods setting up certain restrictions and requirements for the mod- 
ernization or certain regulations as to the number of people who can 
live in one apartment, or in one room, then after having adopted a 
plan for the urban renewal and redevelopment, certain houses in that 
area—they are sound structures, they were built years ago, that is 
true, but the foundations are sound, and they have all the plumbing 
and utilities—we feel those houses should be reclaimed. That is why 
we feel that the FHA program can be of great value in reclaiming 
many of those older units. 

We agree that in many areas—perhaps whole blocks may have to 
be destroyed—but that would be the exception, we feel, rather than 
the rule. We think that in practically any given block there are many 
sound homes that could be redeveloped if given the opportunity and 
the proper cooperation through enabling legislation with our cities. 

The CuatrmMan. It seems to me you not only have to reclaim—it is 
not the home you have to reclaim, but you have to reclaim the area, 
und as long as it exists as a slum area, it isn’t desirable to spend very 
much money on existing housing. That is just my opinion. 

Mr. Wiiuramson. It is hard to establish a definite formula. Much 
depends on the area. We do believe that if you overemphasize the 
inass demolition approach that you are going to destroy much prop- 
erty that is salvagable, and you not only do that but you dislocate many 
people through condemning their property, where such might not be 
essential to the redevelopment of the area. 

We believe that you can stretch this power of eminent domain for 
redevelopment too far. I think that the Supreme Court’s decision 
was very far-reaching. We are hopeful that the States in proceeding 
to condemn property for redevelopment won’t take that decision liter- 
ally, and condemn property, and rebuild the area just to create a more 
pleasant environment, more pleasant in the opinion of the redevelop- 
inent agency. 

That is one extreme of the mass demolition approach. We do be- 
lieve that in some places it is essential. We just don’t want the ex- 
treme concept to take hold asa general rule. 

The CuHatrmMan. You believe that the clearance of slums is of great 
importance, don’t you ¢ 

Mr. Wiiutamson. Yes, sir; very important. Our slogan as adopted 
last year is “No Slums By Sixty,” and we are working hard at it. 

The Cuarrman. Are there any questions ? 

Mr. O’Hara. Mr. Chairman. 

The Cuarrman. Mr. O'Hara. 

Mr. O’Hara. May I ask a question at this time? The reason I wish 
to ask it out of yo is I have to go to Chicago this afternoon and 
cannot be here later. 

I have just received a letter from the South Shore Commission in 
Chicago, an organization of civic leaders, bankers, real estate men, 
and other community leaders of prestige and influence. It relates to 
liberalization of section 220, and I will read it in order that you may 
make such comment as you wish. Thisisthe letter: 


Dear CONGRESSMAN: We have been informed that the House Banking and 
Currency Committee is to meet on Tuesday to discuss the liberalization of section 
220 of the Federal Housing Administration Aet, mortgage insurance. 

Heretofore the section has been used but rarely, primarily because of the 
restrictions placed upon the user. It is our feeling, in the South Shore Commis- 
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sion, that unless steps are taken to reduce the qaulifications and thereby allow 
property owners in the “stable” communities to compete wtih the new home con- 
struction in the suburbs, our healthy communities of today will surely be the 
slums of tomorrow. 

As you know, the buildings in neighborhoods like South Shore are from 25 
to 35 years old. Architectually they are far superior to the new construction, 
but because of the depression and war controls, many of these buildings are in 
need of interior modernization and exterior painting and cleaning. Unless the) 
receive this care in the near future these communities, which are economically 
self-sufficient, will be subject to public aid. 

It is paradoxical to see the liberal FHA guaranties creating tens of thousands 
of new housing units just outside our cities, while there is no comparative 
financing for the city areas to put our fine buildings in like-new condition. 
This is one of the basic reasons for the exodus from the metropolitan areas. The 
inadequacy in the FHA guaranties are therefore unwittingly creating more and 
more blight in our urban communities. 

It is our hope that the Banking and Currency Committee will liberalize the 
section 220 loan guaranty, so that neighborhoods with good schools, parks, 
playgrounds, streets, etc., and where the vast majority of the buildings are 
sound and modern in design, will need only the judgment of the local adminis- 
trator before the loan is guaranteed by the FHA. 

We are writing to all our friends in Congress because we feel so strongly 
on the subject. We urgently hope that you can see fit to examine our proposal, 
and if in agreement with us that you will aid us in our fight against blight. 
Your friends in the House of Representatives should be made aware of the 
needs of the cities’ “‘stable’ communities. We therefore request and solicit 
your support. 

JoHN F. O’LovuGHLIN. 

I think that is an accurate statement of conditions in Chicago as I 
know them. More and more people are going into the suburbs, and one 
reason is that they cannot get the financing for modernizing these 
homes. 

Mr. Wittramson. [also received a letter from Chicago on that point. 

As I understand it, the people there would like to see section 220 
extended to areas other than a limited urban renewal area in order 
to permit the rehabilitation of housing through the section 220 pro- 
gram. Presently the 220 program is applicable only to an urba 
renewal area. 

The reason why it is applicable to only an urban renewal area is 
because the community has made certain commitments that it will do 
certain things within that urban renewal area. Consequently, if the 
220 program applies to something outside the urban renewal area. 
there is a danger of diluting the 220 mortgage insurance fund. The 
question might be raised that the urban renewal area is not broad 
enough in Chicago, and I think the local redevelopment authorities 
in Chicago could certainly widen the urban renewal area, but they hav: 
to make certain commitments in the area with respect to that program. 

Now, the 220 program is not the only program that is available for 
rehabilitation of existing property. The 220 pregram is supposed 
to take care of an area that is a down-graded area where the norma! 
appraisal techniques would not apply, but the section 207 program 
is applicable in other areas, the section 207 program may be used fo: 
rehabilitation of existing properties. 

It may be that the 207 program is too strict, but that is the frame- 
work that should be employed in the rehabilitation of housing outside 
the urban renewal area. 

Today the 207 program may be used for rehabilitation, but I believe 
that at least 50 percent of the mortgage proceeds must be used for 
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rehabilitation. Under the urban renewal program, which is a 90- 
percent loan, only 20 percent needs to be used. It may be that the 207 
program is too rigid, and that perhaps the 50 percent figure should 
be reduced. Of course, again, the section 207 program involves an 
s0 percent loan. So you have 80 percent loan, 50 percent for reha- 
hilitation for 207, and 90 and 20 percent for 220. Perhaps that is too 
wide a gap, and it should be closed. But we would not be happy 
io see the 220 program go beyond the urban renewal area, but certainly 
the 207 program might be liberalized to close that gap. 

Mr. O'Hara. What would be the objection to liberalizing 220 so 
that it might include situations such as this letter brings to my 
attention 4 

Mr. Wittiamson. That is all right if the redevelopment authorities 
in the city will agree to a wider urban renewal area to include that 
housing, so that the commitments they make, which will tend toward 
upgrading that neighborhood, will apply to the location of that hous- 
ing. 

Mr. O'Hara. But, in general, you would approve of any legislation 
that would 

Mr. Winuiamson. Yes, sir. 

Mr. O'Hara. Encourage the saving of our existing properties? 

Mr. WitirAmson. Yes, sir. There shouldn’t be any no man’s land. 
If 220 is good for an urban renewal area, and 207 for the nonurban 
renewal area, there shouldn't be any no man’s land where neither pro- 
gram is applicable. 

Mr. O'Hara. I have found your testimony interesting, gentlemen. 
I don’t agree with you on many of your conclusions, but you argue 
well from your point of view. 

Mr. Wittramson. We are closing the gap. 

Mr. O'Hara. I am hoping that very soon you will have a different 
slant on public housing. I am very interested in housing for families 
with low income, and I am confident that private industry sooner or 
later will meet this great need. But we are not providing housing for 
those people now, and we all ought to get together and find a way of 
providing that housing. 

Thank you. 

Mr. Barrerr. Mr. Williamson, you spoke about the redevelopment 
program. You say many people choose to remain in substandard 
housing. That is the Schenectady case. You say by their own choice. 
_ Mr. Wittramson. We contend that if, despite the relatively high 
income limits of public housing, that if you have people that live in 
substandard housing and are not eligible for public housing, and by 
the admission of the Urban Renewal Administration could be ab- 
sorbed in standard housing in the private market, these people must 
have preferred to live where they were living by their own preference 
as to how they wanted to allocate their incomes. There are many 
people that would prefer to spend 5 percent 

Mr. Barrerr. Let me ask you this question: Those who made the 
research, were they assured that they were standard housing ¢ 

Mr. Wittiamson. We are using the Urban Renewal Administratic 1, 
und that is the Government's figures, and we assume if only 35 are 
eligible for public housing, that if any misteke was made that it is 
on the larger side. It is the Government's figures that only thirty- 
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five of that one hundred and seventy some living in substandard hous- 
ing are eligible for public housing. 

Mr. Barrerr. You are taking it on the basis that the reports were 
made ? 

Mr. Wru1AMson. Yes. 

Mr. Barrerr. Without any observation of your own? 

Mr. Wiuiiamson. Yes; they make the survey on how many units 
are substandard. 

Of course, they are rather liberal in their definition of substandard 
housing. For example, in the PHA low-rent housing manual, PHA 
considers the existence of any of the following conditions an adequate 
basis for determining that a dwelling is uns: fe, uns: unitary, and over- 
crowded. ‘That means any 1 of about 13 conditions that exist would 
mean that the unit is substandard and make the family eligible for 
public housing if he is otherwise eligible. 

Now, we have here bathroom facilities. No bathtub or shower in the 
dwelling unit, or, if present, unfit for use. If it is unfit for use, the 
housing is substandard and the person is eligible for public housing. 

There is no question about whether the expenditure of a hundred 
dollars or $200 would correct that condition and, therefore, make that 
unit standard, but only if that one condition exists, that is a sub- 
standard unit. 

I think that is a very liberal definition. 

Mr. Barretr. You don’t mean to say it was the individual family’s 
choice to live in a substandard house if they were able to get a better 
location ? 

Mr. Wiiuiamson. In this case the Government admits that the 
difference between the 170 and the 35, admits that those families will 
be absorbed in the private rental sales market. 

Mr. Barrerr. They will be? 

Mr. Witi1amson. They could be absorbed, but from a study of the 
prevailing market, they have made that finding that they could be 
absorbed, and there is no necessity for any speci ial treatment. 

We use their figures. Of course, that is a conclusion, but I think 
it is a reasonable conclusion to draw. 

Mr. McVey. Mr. Chairman. 

The Cuarrman. Mr. McVey. 

Mr. McVey. Do you men represent the National Association of 
Real Estate Boards? 

Mr. Wiicox. Yes. 

Mr. McVey. I have a bulletin from your association, and I would 
like to read a statement from it and have you comment upon it. It 
has reference to the slow starts under section 220: 

It says here that “nobody can qualify in a particular neighborhood 
except the city government.” 

There is a letter accompanying this which says that in cities such 
as Chicago, for example, certain sections of the city, badly in need of 
modernization might fall apart before they get any action from the 
city government. 

Mr. Wrcox. I can’t understand what impediment would be in the 
way of the city of Chicago qualifying under a workable program. Is 
that in our Build America Better bulletin ? 

Mr. McVey. Yes, this is from the National Association of Real 
Estate Boards, April 15, 1955. This letter states that the better neigh- 
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borhoods like South Shore, would fall apart before they can be con- 
sidered under section 220 action. 

Mr. Wivcox. I understand. 

Mr. McVey. The city government apparently is pretty slow in act- 
ing upon this matter. 

Mr. Witutamson. I understand. I believe that Mr. O'Hara brought 
up a similar case, and our feeling was that it is up to the redevelop- 
ment authorities in Chicago to define the urban renewal area where 
section 220 is applicable. 

Now, outside of that area, section 207 is available for rehabilitation 
of existing properties. Under 220 you have a 90-percent loan, where 
20 percent of the mortgage proceeds must be used for rehabilitation, 
and under section 207 you have an 80-percent loan where 50 percent 
must be used for rehabilitation. 

Now, it may be that what is necessary is to narrow that gap so that 
the section 207 program could be available in these other areas that 
you mentioned. 

* | think the suggestion was made that that might be where the defect 
and where the correction ought to be made. 

Mr. McVey. Do you think that would remedy this problem ? 

Mr. WitutaAmson. Yes, because 207 is available for the same purpose 
in areas other than urban renewal areas. 

Mr. O’Hara. Will the gentleman yield? 

Mr. McVey. Yes. 

Mr. O’Hara. Mr. McVey and I represent Chicago districts, and we 
know that the people in Chicago are very much concerned, and we 
want all the help we can get. Am I stating it correctly, Mr. McVey ? 

Mr. McVey. Yes. 

Mr. Witiramson. It may be that 207 should be looked into, because 
if you have an isolated area perhaps your relief would come from sec- 
tion 207, Perhaps it is too strict. Perhaps it should be brought more 
in line with the stipulations or requirements under section 220. 

Mr. O’Hara. I wonder if you would mind giving Mr. McVey 
and me your suggestion in writing ? 

Mr. Witt1amson. We will be happy to. 

Mr. McVry. I was about to make the same request. 

Mr. Witcox. We will be happy to. 

The Cuaiman. Some of the members have expressed the desire 
to interrogate you further, so we will adjourn to meet tomorrow at 
10 o'clock. You can return then, I suppose? 

Mr. Wiittamson. Yes, sir. 

The Cuamman. The House is in session, and we have several mat- 
ters coming up in the House in the next few minutes. 

Mr. Witu1amson. Mr. Wilcox will be unable to be here, but I will 
be here. . 

The Crramrman. You will be back tomorrow, then Mr. Williamson ? 

Mr. Wititamson. Yes, sir. 

(Whereupon, at 12:05 p. m., the committee adjourned.) 

(The following letter and articles were submitted for the record by 
the Municipal Housing Commission of the City of Louisville, Ky. :) 
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Ciry oF LOUISVILLE MUNICIPAL HousInG COMMISSION, 
Louisville, Ky., May 31, 1955. 
Congressman BRENT SPENCE, 
Chairman, Banking and Currency Committee, 
House of Representatives, House Office Building, 
Washington, D. C. 

DEAR CONGRESSMAN SPENCE: At the hearings before the Subcommittee on 
Banking and Currency of the United States Senate, Mr. Henry G. Waltemade, 
president of the National Association of Real Estate Boards, answering his own 
question, “Whom dces public housing not serve?” testified. 

“There are 5 public housing projects ia Louisville, Ky., consisting of 4,509 
units. We have been advised that there are 1,025 families receiving public as- 
sistance in Louisville and only 113 of these are living in public housing. This 
latter figure of 113 does not include recipients of social security, industrial and 
other pensions which housing authorities sometimes classify as ‘welfare’ ten- 
ants. 

“One of two conclusions may be drawn from this, either 912 poor families 
are finding their housing needs adequately taken care of in privately owned 
housing by means of public assistance, or the Louisville Housing Authority sys- 
tematically keeps its so-called welfare tenants in public housing to a prescribed 
ininimum. We believe the latter to be the case.” 

In rebuttal of this statement the Public Housing Administration submitted the 
actual facts, namely, that the City of Louisville Municipal Housing Commission 
in 1954 housed 1,177 families with no earned income and in addition 461 fam- 
ilies whose eurned income was supplemented by assistance or public benefits. 
The complete total of 1,638 families is almost 15 times the 113 families reported 
hy NAPEB. 

The Public Housing Administration also offered in rebuttal a letter from the 
director of welfare of the city of Louisville and a letter from Mr. C. L. Sievers, 
social service supervisor of the State of Kentucky Division of Public Assistance. 
These two letters stating the actual facts are reproduced on pages 353 and 354 
of the hearings before the Senate subcommittee. The inaccuracy of these charges 
was the subject of two editorials, one in the Louisville Times and one in the 
Courier-Journal. I enclose you herewith copies of these two editorials. Our 
commission feels that these two editorials should be inserted in the record of the 
hearings before your committee, and I also would appreciate it, if you think 
such an insertion should be made in order to get before your committee and the 
Congress the reaction of the local press to the erroneous testimony. 

With kindest personal regards, I remain 

Sincerely yours, 
N. H. DOSKeER. 





[From the Louisville Times, May 26, 1955] 


REALTY TEARS THAT Neep Not FLtow 


The Public Housing Administration in Washington, with help from Louisville 
and Kentucky welfare officials, has effectively destroyed a myth concerning the 
housing program here. A product of the real estate lobby, the myth was to the 
effect that the needy are being kept out of housing projects in droves. 

As Henry G. Waltemade, president of the National Association of Real Estate 
Loards, told a Senate subcommittee: “We have been advised that there are 1,025 
families receiving public assistance in Louisvillie and only 113 of these are living 
in public housing.” This led him to believe, he added, that the Louisville Housing 

sommission “systematically keeps its so-called welfare tenants to a prescribed 
minimum.” 


CARELESS IN RESEARCH 


This is news—a spokesman for the real-estate lobby concerned over the shelter 
needs of the poor. Thanks to PHA, however, Mr. Waltemade now can wipe his 
tears away. It’s not at all like he thought it was. He's been a victim of erro- 
neous information, says PHA. In support of this, the agency has presented the 
Senators with detailed reports from Miss Louise Diecks, Louisville director of 
welfare, and C. L. Sievers, of the Kentucky division of public assistance. 
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Apparently Mr. Waltemade’s misinformation stemmed from a combination of 
eareless research, plus an erroneous caseload estimate which Miss Diecks says 
was obtained from her office in her absence. Her letter reveals, for one thing, 
that 682 of the 1,117 cases assisted by her department last month were one-person 
cases not eligible for public housing. 

Mr. Waltemade’s researchers must not even have consulted Mr. Siever’s office, 
which administers State-Federal public assistance here. For his letter states 
that 817 active recipients of this aid were living in housing projects as of May 1 
and that 29 families in the projects were applicants for aid. 


THE COMPLETE PICTURE 

For the “complete Louisville picture,’ PHA officials called attention to a report 
issued by the local housing commission last February: “This showed that in 
1954 there were 1,177 families in the projects with no employed member and 
which were entirely dependent on pensions, assistance, public benefits, and con- 
tributions from relatives.” In addition, there were 461 families whose earned 
income was supplemented by aid. 

We hope this puts the real-estate lobby’s troubled mind at rest. To be sure, 
these figures do not mean necessarily that there aren’t underprivileged families 
in Louisville who need better shelter than they have. But Congress could remedy 
that with more public housing units. Do we hear a second from the NAREB? 


[From the Courier-Journal May 27, 1955] 


A BIASED CRITIC OF OUR PUBLIC HOUSING 


Henry G. Waltemade, president of the National Association of Real Estate 
Boards, is an avowed foe of public housing. But he does not seem too well in- 
formed on the purposes and achievements of Louisville’s projects, if his testi- 
mony given in Washington this week before the Senate Banking and Currency 
Committee is any guide. 

Public housing was never intended, even by the most visionary of its advo- 
cates, to serve as an almshouse available only to those with no means of support. 
Mr. Waltemade, in telling the committee that “only 113 families” receiving public 
assistance are in Louisville housing projects, is almost wholly inaccurate. Ac- 
cording to figures furnished by the Municipal Housing Commission and the De- 
partment of Public Welfare, the number of project families receiving some form 
of assistance is larger than the total number named by Mr. Waltemade as 
receiving public assistance in Louisville. 

His claim is, however, that only a very small percentage of the people actually 
on relief are in public housing and that, therefore, “912 poor families are finding 
their housing needs adequately taken care of in privately owned housing by 
means of local public assistance, or the Louisville Housing Authority systemat- 
ically keeps its so-called welfare tenants in public housing to a prescribed 
minimum.” 

As the city’s welfare director explains, the constantly shifting caseload of 
people receiving emergency assistance includes hundreds of old and single people, 
living alone. Public housing was intended primarily to give decent housing at 
the lowest possible cost to families with growing children. Project managers 
are obligated to do this, and to see that housing units go only to families with 
definitely limited incomes. Mr. Waltemade deliberately excluded from his caleu- 
lations people receiving State assistance or Federal social-security payments. 
And yet “relief” in the sense he used it, has largely been superseded in recent 
years by these other forms of assistance. 

It is regrettable that people who must apply for emergency help from the city 
are in all probability neither comfortably nor permanently housed. Yet the 
priorities in public housing must go to the families with children who have 
always found it impossible to find private rental property that is decent and 
clean and within their means. 

Mr. Waltemade is implying that our “poor people” have found this type of 
housing through their own efforts. But in actual fact, twice as much public 
housing as we now have would still be inadequate to house the many people 
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here who must still live in tenements, rooming houses and mere shacks. Private 
enterprise has never made any pretense that it could or would build houses for 
people who cannot afford better than this. It is specious of Mr. Waltemade to 
pretend that it has done this job, or that Louisville with the housing at its dis- 
posal is calculatedly excluding needy families from public projects. 

Actually, more than one-fourth of the total number of families in public hous- 
ing here are receiving some form of aid. This is not a record to be ashamed of. 
And we can imagine no organization that would be louder in protest than the 
NAREB if the city suddenly announced that these projects would henceforth be 
occupied, rent-free, only by recipients of public assistance. 
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WEDNESDAY, JUNE 8, 1955 


House or Representatives, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met at 10 a. m., Hon. Brent Spence, chairman, 
presiding. 

Present: Chairman Spence, and Messrs. Brown, Patman, Multer, 
O’Hara, Mrs. Buchanan, Mrs. Sullivan, Mr. Fountain, Mrs. Griffiths, 
Messrs. Vanik, Wolcott, Talle, McDonough, Widnall, Betts, McVey, 
Hiestand, and Nicholson. 

The Cuarrman. The committee will be in order. 

Will you call the first witness? 

Mr. Fink. The first witnesses are Mr. John C. Williamson and Mr. 
Arthur P. Wilcox, of the National Association of Real Estate Boards, 
carried over from yesterday. 


STATEMENT OF JOHN C. WILLIAMSON, NATIONAL ASSOCIATION 
OF REAL ESTATE BOARDS—Resumed 


Mr. Witu1amson. Mr. Chairman, Mr. Wilcox had to return to 
Boston for very important business reasons and is unable to be here, 
but I am very glad to answer any questions, or try to answer any 
questions that the committee members might ask. 

The Cuatrman. Do you desire to interrogate the witness, Mr. 
Multer ? 

Mr. Murer. Yes, sir; Mr. Chairman. 

The Cuarrman. All right. 

Mr. Muurer. I would like to direct myself to that part of your 
statement where you indicate your opposition to public housing. _ 

Your organization has always taken a position against public 
housing, has it not? 

Mr. Wiiu1amson. As far as I know, sir, it has. 

Mr. Mutrer. You don’t know of any place in the country where 
public housing serves a need ? 

Mr. Wiiuiamson. We believe that public housing is the wrong 
approach to serve that need; that we think that the disadvantages of 
public housing far outweigh the advantages. We believe that more 
of the needy and destitute are taken care of by methods other than 
public housing. ; 

Mr. Murer. How are they taken care of in places where there is 
no public housing? ; 

Mr. Witx1amson. They are taken care of by public assistance. Here 
in the District of Columbia, for example, there are approximately 
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7,000 cases receiving public assistance, and they are not in public 
housing. I seriously doubt that any appreciable number could get 
into public housing. 

Mr. Mutter. Do you know how much that public assistance 
amounts to per year in the District of Columbia? 

Mr. Witi1amson. No, I don’t, but it varies according to the family. 

Mr. Motrer. Of course it varies by the family. It also varies by 
the family in public housing, doesn’t it, depending on the earnings 
and size of the family ? 

Mr. Witxr1aMson. Yes, sir. 

Mr. Moutrer. They must pay rent; isn’t that right ? 

Mr. Wituramson. That is right. 

Mr. Mctrer. So the need of the family and the earning capacity 
of the family and the size of the family are taken into account both 
in public assistance programs and public housing programs? 

Mr. Witiramson. That is right. 

Mr. Motrer. What is the overall budget for public assistance in 
the District? Do you know what it is per year ? 

Mr. Witu1amson. No, I don’t. 

Mr. Mutter. And that public assistance in the District has taken 
the form of a dollar subsidy to the family that needs the assistance; 
is that right ? 

Mr. Witi1aMson. That is right. 

Mr. Mutter. The family spends it as it pleases; is that correct ? 

Mr. Wit11amson. I believe there is an allocation for rent in the 
family budget. 

Mr. Murer. But the authorities do not pay the rent. They pay 
the allocation for the rent to the family that needs it ? 

Mr. Witu1amson. That is right. 

Mr. Mouurer. And the family may spend it for gambling if they so 
desire, or on liquor or anywhere else if they so desire. The family 
controls the money ? 

Mr. Wrtu1amson. Yes, but 

Mr. Mutrer. In public housing they get no control. They get the 
housing. If they don’t pay the rent that is called for then they are 
evicted. 

Mr. Wua1amson. With proper supervision, I don’t think that 
money is exactly thrown around by the Department of Public Welfare. 

Mr. Mutrer. Do you know how many of the families that are get- 
ting public assistance remain indefinitely on the public assistance 
programs ? 

Mr. Witu1amson. No, sir; I don’t. There, again, that is a question 
of the supervision of the local welfare agencies. 

Mr. Motrer. Isn’t it also a question of supervision in those few 
instances where a family that should no longer be kept in public 
housing remains because their earning ability has gone beyond that 
of the requirements set in the public housing program? Isn’t that 
also a matter of supervision and administration of the family that 
remains there beyond the time it should remain ? 

Mr. Witu1amson. That is correct, 

Mr. Mutter. Do you still urge that public housing is socialistic and 
communistic ? 
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Mr. Wituiamson. I believe that basically, yes; that the ultimate 
voal of public housing is the socialization of family shelter in the 
United States. 

Mr. Mvuvrer. Do you know how long New York State and New York 
City have had public housing programs ? 

Mr. Witiramson. I assume that they have had it for many, many 
years, but socialism is a tendency. It is an evolutionary process. I 
think we have made considerable strides towards the socialization of 
family sheltering even today. Mr. Albert Cole, the Housing and 
Home Finance Administrator, states that socialized housing means 
the housing of great numbers of people, but I think you begin the 
steps toward the socialization of family shelter with even a small 
amount of public housing. 

Even today with our 455,000 units we have made a beginning. I 
believe the goal of the public housers, as evidenced in Leon Keyser- 
ling’s own statement, the goal of public housing is to reach into the 
higher income groups and exclude the needy and destitute. I think 
the evolution of socialism is evident in that trend. 

Mr. Mutter. That is one of the things you take into account ? 

Mr. Witt1amson. The unused subsidy. I think the ultimate goal 
is to house people in State-owned housing, without a Federal subsidy. 
That would be a pure form, or manifestation of socialism, and I think 
that the record today in many housing authorities, where they are 
using no Federal subsidy—that might be very commendable to use 
less of the taxpayers’ money, but I think that they are approaching 
closer to the essence of socialism by not using the Federal subsidy. 

Mr. Mutrer. If there were any factual basis as to that socialistic 
tendency, then certainly we ought to have more socialism in places 
like the city of New York and State of New York, rather than less; 
isn't that so? 

Mr. Wituiamson. Well, that is a conclusion that you might draw, 
sir. 

Mr. Mutter. Let us see if factually that is the conclusion. 

Back during World War I in the State of New York the Socialist 
Party elected five members to the State assembly. It hasn’t elected 
a single member to any public office in the city or the State of New 
York since World War I. 

Doesn’t that show there is less socialism in the city and State of 
New York rather than more ? 

Mr. Witi1amson. That is by the name. I think you can have social- 
ism without having a Socialist Party. That is just a label. 

Mr. Murer. I suppose we would have put President Eisenhower, 
the late Senators Taft and Wagner, Governor Dewey, and all of 
the mayors we have had in the city of New York, beginning with 
Fiorello LaGuardia, right down to date, in the class of men with so- 
cialistic tendencies because they all advocated public housing? 

Mr. Wittramson. I think it is the program, and it may be that they 
were motivated by other reasons, but I contend that the things that 
they advocate are links in this evolutionary chain toward the social- 
ization of family shelter. 

Mr. Mutrer. They are blind to the fact they are leading the people 
down the road to socialism ? 
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Mr. Witi1amson. It is my conclusion that they are. That they 
are giving strength toward this tendency toward the socialization of 
family shelter. 

Mr. Mutrer. Don’t you think such strength would lend support 
to the candidates of the parties who adv ocate out and out socialism 
and communism ¢ 

Mr. Witramson. I don’t know. I have reached the point where 
I don’t understand just what motivates many people to do what they 
do when they go to the ballot box. 

Mr. Mutter. The fact of the matter is that no candidate for public 
office anyw here in the countr y, at any time, has ever been elected to 
public office under the label of the Communist Party. 

Mr. Witur1amson. That is right. 

Mr. Mutrer. As to this statement of subsidy being one of the ele- 
ments: Of course, you take the position there is no subsidy to private 
enterprise in any of the Government insurance programs 4 

Mr. Wiiuramson. I don’t believe the FHA is a subsidized program. 
I think the FHA represents a proper role of Government to encourage 
real estate and home building as an industry, and it is not subsidized. 
The contingent liability is very, very remote in FHA. 

Mr. Mutrer. Do you test whether a program is a socialistic pro- 
gram or a subsidized program by whether or not it is a nonloss pro- 
gram ? 

Mr. Wanu1Amson. No. The element of socialism is the state owner- 
ship of family shelter. 

Mr. Murer. What do you think would happen if mortgages in 
large number went into default. in this country and the United States 
Gov ernment, through the FHA, became the owner of all of those 
foreclosed properties? Who would own those properties except your 
Government, our Goeovernment ? 

Mr. WiturAmson. I think eventually they would be privately owned. 
It is a part of the whole scheme of FHA, that the Government owner- 
ship on foreclosure is temporary, and that ultimately they will all be 
privately owned. 

Mr. Mutrer. If you get a wave of foreclosures as we did during the 
depression, with the Government taking over the properties, do you 
think eventually the people would get back on their feet and you 
would have private ownership again ? 

Mr. Wuu1amson. I think the example of the Home Owners Loan 
Corporation is a very good point. 

Mr. Mutter. If we get into another depression you think we can 
get out the same way ? 

Mr. Witi1Amson. I believe so because of the 20-year period on the 
debentures. 

Mr. Mouurer. What you are indicating is a little bit of paternalism 
and socialism by your Government is good. You say, let us take the 
property and hold it until the people get the money, let the Govern- 
ment hold it during bad times and turn it back : again in good times. 
That is not socialistic or paternalistic because it is only ‘temporary. 

Can’t you understand you might get into that kind of situation as 
a temporary expedient and then find the Government will not turn 
the property back? That has happened in Russia and France, and it 
has happened in England. Do you think that the Bank of England 
will ever be turned back to private enterprise # 
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Mr. Witt1amson. I am not qualified to answer that question because 
I don’t know its present relationship. 

Mr. Moutrer. There is no one in the banking industry anywhere 
in the world who anticipates that the English Government will ever 
turn back the Bank of England to private enterprise. You may get 
the same situation in housing through FHA. You people who are con- 
stantly complaining about a sociaistic program, and socialism and 
communism are marching the country right down that road to nation- 
alization of everything. You want the Government to come in and 
help you when you need the help, and you think that eventually you 
are going to get the Government out of it. 

My warning to you, sir, is that you are doing the wrong thing, and 
I again repeat, that Government should get out of FHA insurance, 
and if the real-estate industry and the lending fraternity won’t take 
over that insurance program, we are going to be in for trouble. 

Mr. Wiu1amson. I will say this, sir, that we have given that con- 
siderable study, the changing of FHA to a stock participation corpo- 
ration, with the ultimate retirement of the Government’s contingent 
liability. We think it would be very desirable, and we hope that our 
studies will bear some fruit. 

Mr. Mutrer. I do hope that they bear fruit very quickly. We proved 
with FDIC that the banks can own their own insurance corporation, 
and that is a fact. Government regulated, yes; the Government put 
in the money to begin with. Today the banks own FDIC. Some peo- 
ple may say that is a bad thing. I don’t think so. I think it is a good 
thing. Government regulation, I think, also is necessary. You will 
have the same situation in your FHA insurance that you get in those 
countries that nationalize everything they can lay their hands on. If 
we don’t get private industry into this program running it for them- 
selves, and with their own money, that will happen. I think there is 
more danger of socialism and communism in an FHA program that 
continues indefinitely than in a public housing program that takes care 
of only the needy, because the FHA program is taking care of not the 
needy but those who can afford to buy housing, and those who can af- 
ford to lend money. 

I yield back the witness, Mr. Chairman. 

The Cuarrman. Any further questions? 

Mr. Berts. Mr. Chairman. 

The Cuatrrman. Mr. Betts. 

Mr. Berrs. Has your organization ever made any observations with 
respect to the ability of the local governments to finance these slum- 
clearance programs, themselves? Or with State help? 

Mr. Wiit1amson. You mean something as a substitute for the two- 
thirds Federal grant ? 

Mr. Berts. Yes. 

Mr. Wiiu1amson. Yes, we have. We have an amendments as part 
of our testimony. We don’t offer that as a complete substitute for the 
capital grants idea, but we think that if they would run concurrently, 
that ultimately our proposed program might be a substitute and might 
reduce or do away with the Federal grants. Our proposal involves an 
insurance system for special assessment improvement bonds, and where 
the property owner whose property would be benefited, would be as- 
sessed a certain sum. The States would have to authorize the local gov- 
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ernments to levy such assessments. That would be payable over a 10- 
year period, and those bonds, if they were insured by the Federal Gov- 
ernment, with the levy of an appropriate premium, would be market- 
able and would provide the money for the redevelopment, and the 
property owners would, over a 10-year period, pay the assessment and, 
of course, their property—there would be a lien on their property, 
would be part of the security behind the bond. 

We think that that proposal is worth the study of this committee, 
because it might be the answer to the tremendous outlays of the Fed- 
eral cash contributions for what is essentially a local problem. We all 
recognize that the local governments just are unable to do it at this 
point without some assistance. 

Mr. Berrts. I have always been interested in that, just to see how 
much the local government could participate as to the exclusion of 
Federal help. 

I was interested in what the mayor of Philadelphia said when he was 
here, that the State of Pennsylvania had contributed something to the 
local slum-clearance problem. 

Mr. Witiiamson. Yes, there are State-assisted programs in the 
field of slum clearance and urban redevelopment. I am sure that 
Pennsylvania and perhaps New York has, but it isn’t the answer, the 
complete answer. We think that this insurance of special assessment 
bonds might be the answer, and I hope that the committee studies it 
further and perhaps adds it to the bill. 

I believe that it is worth the study and analysis by the Government 
agencies, and I have a feeling that they might endorse such a proposal, 
that would ultimately lead to a reduction in the Federal grants for 
urban renewal. 

Mr. Berrs. As a matter of interest, incidentally, has your organiza- 
tion ever made any study of the relationship between slum clearance 
and, say, juvenile delinquency ? 

Mr. Wiiu1amson. No, we haven’t. We undertook a study several 
months ago on the relationship of juvenile delinquency to public 
housing. 

Mr. Berrs. I mean public housing. 

Mr. WituiamMson. The evidence we have is not conclusive. We cer- 
tainly could not come to the conclusion that public housing contributes 
to juvenile delinquency, but what evidence we do have—and we will 
make our files available to the committee—is sufficient to rebut any 
conclusion that public housing reduces juvenile delinquency. 

Mr. Berts. I think that is all I have, Mr. Chairman. 

The CuatrrmMan. Are there further questions ? 

Mr. Mvuurer. Mr. Chairman. 

The CuarrMan. Mr. Multer. 

Mr. Mutter. I would like to inquire about one more subject. 

Mr. Williamson, you ask for, or recommend Federal insurance of 
local urban redevelopment bonds. I am right about that, am I not? 

Mr. Wituramson. Yes, sir; a special assessment bond. 

Mr. Murer. Why do you need that Federal guaranty ? 

Mr. Wituiamson. We think that is an alternative to Federal grants, 
and would cost the Government less money if an appropriate insurance 
premium that would be sufficient could be levied. We offer that as an 
alternative to direct appropriations. We think it is worth study. 
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Mr. Mutrer. You didn’t have in mind that also would carry with it 
tax exemption for those who own the bonds? 

Mr. Wiiu1amson. I understand that all local bonds are tax exempt. 
These would be local bonds. 

Mr. Mutter. Provided the locality’s credit is pledged to the pay- 
ment of the bond. You are suggesting that instead of the locality 
guaranteeing the bond the Federal Government guarantee it? 

Mr. Wiu1amson. The property would be the security behind—the 
primary security—behind the bond. 

Mr. Mutter. That isn’t what you indicate in your amendment. 

Mr. Wituiamson. That is in our statement. I think that all special 
assessment bonds involve a lien on the property to which that assess- 
ment attaches. That is certainly what we intend anyway. 

Mr. Murer. You intend the locality should guarantee payment of 
the bond and on top of that the Federal Government shall insure it ? 

Mr. Wiuuiamson. We think an insurance fund could be built up 
from the premiums that would provide a sufficient reserve. 

Mr. Murer. Why do you need that kind of insurance ? 

Mr. Wituiamson. That would enhance their marketability. 

Mr. Muurer. Why do you need that kind of insurance for local 
assessment bonds? Assessments by localities are first liens against 
the property. They come ahead of mortgages that were placed 
against the property before the assessment was levied. 

Mr. Wiuuiamson. The information we have is that bonds of that 
nature are not readily marketable. We think that such an insurance 
would enhance their marketability. 

The CHairman. They are not readily marketable because they are 
not direct obligations of the city. The only way they could be made 
obligations of the city is by vote of the people. Isn’t that true? 

r. Wittriamson. I think these obligations would not be direct 
obligations of the city. 

The Cuarrman. Liens on the property. 

Mr. Witiiamson. That is right. Liens on the property. 

Mr. Mutter. If you think these projects should be local projects, 
and under local supervision, why doesn’t the locality guarantee pay- 
ment of them? Let the locality put its own credit behind them. The 
locality in the first instance determines it is going to be a good proj- 
ect. The owner of the bond can also get his tax exemption, if the lo- 
cality will guarantee the payment of the bond. If the locality must 
issue such bonds in amounts over and above its debt limit it could go to 
the legislature, as we do in the city and State of New York, and get 
permission to issue housing and redevelopment bonds, and slum-clear- 
ance bonds, outside of the debt limit. We have been doing that in the 
city and State of New York for years, and the bonds have been readily 
marketable, without any guaranty by the Government. The guaranty 
by the Government is certainly as much subsidy as giving the money 
to the people or lending it to them. You are lending them the Gov- 
ernment’s credit. 

Can’t you see the element of subsidy in a locality going in, taking 
the example you give, taking over the property at a cost of S14 million, 
ie pe over to private enterprise for redevelopment for $2 million, 
and taking a $12 million capital loss in connection with the venture ? 


Isn’t that Government subsidy ? 
Mr. Wittramson. Where is that example, sir? 
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Mr. Muurer. That is in your appendix A, your explanation of the 
proposed amendment to provide for insurance, ete. 

Mr. Witutamson. I wonder, Mr. Multer, as this recommendation 
emanates from our Build America Better Council, whether I could 
have Charles T. Stewart, secretary of the council, answer the question ? 

Mr. Murer. My question is whether or not this isn’t subsidy when 
a city goes in as indicated here, and acquires a site at a cost of $14 mil- 
lion, and then turns it over for redevelopment, recapturing only 2 
million of the $14 million. To the extent of the $12 million isn’t that 
Government subsidy ? 

Mr. Srewarr. Yes, I think it is. You are reading from a descrip- 
tion of one operation of the present system of Federal urban rede- 
velopment grants; in that case where six-sevenths of the acquisition 
cost represented its write down in value. What we have proposed here 
is an alternative that we believe wouldn’t represent that direct transfer 
of cash from the Federal Government to the cities. We are saying if 
the cities were put in position to issue neighborhood conservation 
bonds, they would go about it in a different way. 

First of all, there wouldn’t be this reliance on total destruction of 
the entire neighborhood. Our proposal is based on the assumption that 
in typical areas, a large part of the properties in a problem area are 
susceptible to being rehabilitated, and that that rehabilitation can be 
a success if it is accompanied by certain other things, such as im- 
provements to the city streets in the area, putting in sewers, if they 
are lacking, improving a school if the school is run down, installing 
a playground if that is lacking, and also demolishing buildings that 
are not fit for rehabilitation, acquiring adverse uses of property for 
the purpose of eliminating those adverse uses, so that there would 
be to begin with much less money involved in the acquisition and 
demolition of property than in this total destruction approach. 

Mr. Murer. Do you think that this $14 million site could have 
been acquired for less than $14 million by this city, this Lake Manors 
project ? 

Mr. Srewart. I don’t know, Mr. Multer. The point is it was not 
acquired for less. 

Mr. Mutrer. Could it have been acquired for less than $14 million 
no matter where the money came from ? 

Mr. Stewart. Could it have been ? 

Mr. Murer. Yes. 

Mr. Stewart. I don’t know. 

Mr. Mutter. How can you save any money using a bond which is 
guaranteed by the Government for the locality to make the purchase 
as against the same locality making the same purchase and using its 
own credit ? 

Mr. Srewart. Let us assume, to begin with, that the amount of 
money is equal. I don’t think it would be. Under this conservation 
approach, or the urban renewal approach, I don’t think there would 
be nearly as much money at stake in acquiring property as there is 
when the reliance is totally on total destruction. 

Let us assume in two cases there would be this alternative. Let us 
say a $14 million cost under the two-thirds one-third write-down 
formula or $14 million cost under the type of financing we are pro- 
posing here. All right. In one case, there is a transfer of 12 mil- 
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lion—two-thirds of the loss, which was 12 million, two-thirds of the 
loss was 8. There is a direct transfer of cash from the Federal Treas- 
ury to the municipality. Under our proposal the city would be au- 
thorized to issue bonds in the amount of money necessary. The city 
government—— 

Mr. Mutter. How long do the bonds run ? 

Mr. Stewart. Ten years with each property owner being given—— 

Mr. Muurer. What interest would they bear ? 

Mr. Stewart. That would depend on the bond market. The interest 
rate would be obviously much more favorable not only to the munici- 
pality but to the individual property owner in that conservation area, 
if these bonds could be favorably insured on the basis of a Federal 
premium, 

It is true they would be secured by the assessment liens. They would 
not be secured by the general faith and credit of the city. There are 
many reasons for proposing that. 

In the first place, there are constitutional debt limits, there are 
other limits that make it virtually impossible for a city to add to its 
general obligation for this purpose, and so if these bonds were secured 
only by the assessment liens they would not bring a very favorable 
interest rate. It would be a rather high interest rate, which in turn 
would have to be passed back to that individual property owner over 
the 10 years he is given to make his assessment in installments. 

Mr. Mutter. Does the property owner pay the interest on the in- 
stallment payments of these assessments 4 

Mr. Stewart. On special assessments, yes. If he is given 10 years, 
there is some interest on the unpaid balance. He could do it all at 
once if he prefers. Typically we think he would want to take 10 
rons to pay his prorata part. There would be an assessment lien on 
1is property during those years. He would pay an interest rate on 
the unpaid balance during those 10 years. The interest rate to him 
would obviously be much more favorable if the bonds themselves, 
could be sold at a favorable interest rate and ong! marketed, and 
that could be attained through Federal insurance. The city govern- 
ment would pay an insurance premium which would build up an in- 
surance fund comparable to what you have in FHA, and it need not 
ever result in an outlay of cash from the Federal Treasury. If it did, 
as Mr. Williamson said, it would obviously be a much smaller outlay 
than this immediate and direct transfer of cash that you have when, 
first of all, you assume that a problem neighborhood has to be de- 
stroyed in its entirety in order to cure the problem, and, secondly, 
when you depend on that Federal grant to do it. 

Our reason for having a great deal of confidence in our proposal is 
this: That President Eisenhower’s Advisory Committee studied what 
we were accomplishing under this two-thirds—one-third writedown 
formula, based on total destruction of the problem neighborhood, and 
it reported to him that that formula, at the rate we are using, is on a 
timetable that is going to take 200 years to get rid of slums in this 
country. We think under this program, aside from the physical part 
of it, you first begin by putting all the accent on conservation, where 
you go into a problem neighborhood and decide first of all to save 
everything in there that can be saved, to demolish that which can’t 
be saved, to accompany this improvement to private property with 
very definite municipal improvements to the city’s part of the neigh- 
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borhood; that it would be a much less costly thing, a much more 
speedy thing, something that can get rid of slums within a relatively 
short period of years. Ae 

Mr. Mvutrer. I say to you I think you are bringing more Federal 
Government into your local project. You don’t need the Federal guar- 
anty for that kind of a bond if the municipality or locality would 
pledge its own credit to it. 

Mr. Srewarr. I think if someone, speaking for organizations of 
city governments, say, the American Municipal Association, were 
questioned on that, sir, they could give you many plausible reasons 
why it isn’t practical to expect cities right now, in their present physi- 
‘al situation, to use their general obligations for this purpose. They 
just haven’t got it to use. 

Mr. Mutrer. Instead of getting FHA out of this insurance pro- 
gram, and getting it back into private enterprise, you are getting more 
FHA into the program. 

I can’t see it at all, as to why this insurance program should be ex- 
tended that way. I see no need for it. 

Mr. Srewart. Mr. Multer, I might go back a little to some of the 
conversation that has preceded me, I would say there is a vast differ- 
ence in principle here that we are talking about. We say there is less 
Government in it under our proposals, for this reason: It all rein- 
forces private ownership of property. FHA makes millions. 

Mr. Mcurer. Is insurance a private business or a Government func- 
tion / 

Mr. Srewarr. This particular kind of insurance is one that private 
insurance companies haven’t been able to take on. 

Mr. Mutrer. Not haven't been able, have been unwilling to take on. 

Mr. Stewart. If unwilling, all right, sir. At any rate, they haven’t 
come forward to do it. FHA has put homeownership within the reach 
ef hundreds of thousands of families, millions of families, that prob- 
ably could not have attained it otherwise. 

Mr. Moutrer. I agree. 

Mr. Srewarr. I would say that is the direct opposite of socialism. 
We have made that many more American families owners of the homes 
they live in. That is a move toward a maximum expansion of prop- 
erty ownership, which is a basic form of our whole real-estate pro- 
fession. The code of ethics of realtors starts out by pledging every 
realtor to serve the cause to the most possible extent. 

Mr. Murer. Have you read the Dun & Bradstreet reports on the 
number of bankruptcies that are happening in the country as against 
au year or 2 years ago? Have you noticed the bankruptcies in the 
country are climbing up among the small-business men? Isn’t that 
a sign that you are going to get into trouble with these homeowners, 
to whom we gave this help to buy their homes ? 

Mr. Stewarr. No. sir. 

Mr. Moutrer. That we will get more foreclosures in the future ? 

Mr. Srewarr. I don’t think there is any comparison at all, sir. I 
don’t know what the average FHA mortgage is written for. It is a 
longer period of time. Many are written for 20 or 25 years. Yet they 
are paid off on an average of about 7.5 years. 

Mr. Meurer. That is what has happened up to now? 

Mr. Stewart. Yes, sir. What reason is there to think that any 
drastic change will take place? 
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Mr. Mutrer. Haven't you looked at the ratio of defaults in FHA 
and VA mortgages? Have you noticed it is beginning to climb? 

Mr. Stewart. It is a tiny percentage. 

Mr. Mutter. Yes, but that is that little warning that we had better 
pay heed to now before it gets out of control. 

Mr. Stewart. Isn’t it true, Mr. Multer, that the percentage of de- 
faults in the guaranteed and insured programs is almost as close to 
zero as any figure can be ? 

Mr. Mutter. It is climbing is what I am saying. It is beginning 
to climb. 

Mr. Stewart. An insignificant fraction. 

Mr. Mutter. You had better find out why it is climbing. One of the 
reasons is the increase in bankruptcies among the small-business men 
in the country. That is a warning signal. We had better pay heed to 
that. 

Mr. Srewarr. We do watch that. We have noticed those things. 

I think the only conclusion you can draw is that that is an insignili- 
cant fluctuation within a plateau, a rather stable situation. Home- 
owners are paying their obligations under VA and FHA. The pre- 
dlictions that veterans would walk away from their homes they bought 
with little down payment simply has been an unfounded apprehension. 

Mr. Mutter. Why has the ratio of defaults gone up in that field ? 

Mr. Srewart. It is almost nothing. 

Mr. Mutter. But it is climbing. 

Mr. Srewarr. It is climbing to an insignificant degree. It is a 
small fraction of 1 percent. Isn't that correct 4 

Mr. Muurer. There was atime when it wasn’t anything. 

Mr. Srewarr. A fraction of 1 percent—— 

Mr. Mcutrer. This next year it may be 1 percent. 

Mr. Stewart. In any program where you are better than 99 percent 
successful, that is about the highest degree of success you get in this 
valley of tears, isn’t it, Mr. Multer / 

Mr. Murer. There was a time when we had 100 percent success. 
You had no defaults at one time. You are getting defaults, and more 
defaults now. 

While it is only a fraction of 1 percent now, next year it may be 2 
percent, and Lord knows what it will be in 2 years. 

Mr, Srewarr. I think any objective study of performance of mort- 
gagors under the guaranteed and insured mortgage program simply 
will lead to the conclusion that they are not only successful, sir, but 
phenomenally successful. 

Mr. Muurer. Thank you. 

The Cuatrman. Are there any further questions ? 

If there are no further questions, will you stand aside. 

Mrs. Grirrirus. Mr. Chairman, may I ask some questions ? 

I would like to ask some questions on public housing, if you have 
somebody who can answer them. 

Mr. Wintiamson. Yes, ma’am. 

Mrs. Grirrirus. I would like to know according to your figures 
what is the total amount of money that has been spent by the Fed- 
eral Government on public housing in the last 10 years ? 
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Mr. Wittramson. We can get that for you. I think in our state- 
ment we used the subsidies under the act of 1949. 

Mrs. Grirrirus. We had Mr. Slusser before this committee the 
other day, and he said the total expenditure of the Federal Govern- 
ment, in the past 10 years for public housing, is $116 million. Is 
that right or wrong? 

Mr. Witu1amson. That couldn’t be because the appropriation for 
fiscal 1955 was $68,950,000; for the previous fiscal year was $32 mil- 
lion. That would be a little over a hundred million dollars for 2 
years. 

" Mrs. Grurrrrus. Was that money actually spent on housing? 

Mr. Wiiuramson. Yes. Those were the subsidy appropriations. 
When we speak of an annual subsidy, that is one of a 40-year subsidy, 
and the Federal Government is obligated to pay those subsidies over 
the life of those bonds. 

Mrs. Grirrirus. It is obligated to pay only where there is default ? 

Mr. Witutamson. No, it is obligated to pay the debt servicing, be- 
cause an economic rent will not be charged; the difference between the 
social rent and the economic rent is the subsidy. 

Mrs. Grirrirus. It hasn’t worked out to those figures, is that it? 

Mr. Wii1amson. Yes. They were the actual appropriations. 

Mrs. Grirrirus. Was it actually spent? 

Mr. Witi1amson. Yes. As far as we know. 

Mrs. Grirrirus. You say Mr. Slusser, when he says it is $116 mil- 
lion, is absolutely wrong? 

Mr. Wix1amson. 116 million? 

Mrs. Grirrirus. In 10 years. 

Mr. Wittiamson. The annual subsidy requirement we have for just 
3 years—the contract subsidy we have—and this is from the House 
appropriations hearings, page 2327; I believe we have it here—the 
contract subsidy for the 3 years, that is, the maximum that could have 
been appropriated because there are matters that are in the con- 
tracts 

Mrs. Grirrirus. If we ever needed it they would have to spend it. 
They guarantee that if others fail they would have to pay this? 

Mr. Witi1amson. No. In the 3 years, 1953-55, the contract subsidy 
was 208 million. The amount required for those 3 years—that is the 
requirement that they had to pay out in order to service the bonds, 
and these are PHA figures—is $113,784,424. The amount that they 
saved was the difference of 74 million, and our contention was that 
that subsidy was saved at the expense of denying public housing to 
those in the greatest need. That is an argument that we have tried 
to develop. 

Mrs. Grirrirus. I would like to ask you about that. I noticed that 
you gave no figures on Detroit, while you pointed out that in some 
areas that the people who were living in the public housing were within 
a high income He 

You didn’t point out Detroit. In Detroit would you tell me for the 
past 3 years the salary range at which people were living in public 
housing ? 
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Mr. Wiitt1amson. We don’t know that. We certainly could furnish 
it. That is the type of information that we would have to obtain from 
the annual report of the Detroit Housing Authority. I don’t know 
whether we have it or not. We would have to check that. 

We tried to get the annual reports of over 400 housing authorities 
through our direct letters to them, or through our local real estate 
boards, and unfortunately we have only been able to obtain about 40. 

Mrs. Grirrirus. How did you obtain any information on any of 
these facts and figures? Are these actual facts ? 

Mr. Wixtiamson. Yes. I tried to footnote everything. All the in- 
formation about the subsidies are taken from the PHA’s figures in the 
hearings before the House on appropriations. 

Every subsidy figure that we bate is taken from the hearings. They 
are for every project, every public housing project. It contains the 
contract subsidy, amount required, and the amount that was not re- 
quired, 

Mrs. Grirrirus. And the persons living in it? Does it contain the 
information on the salaries of the persons living in them ? 

Mr. Wituramson. No. 

Mrs. Grurrirus. Where do you get that ? 

Mr. Witu1amson. The only information we have represents infor- 
mation that we obtained from the annual reports of the housing au- 
thorities. That is why there are just a few examples, because that is 
the only place that we can get the information. 

Mrs. GrirrirHs. Would you get it in some cities and not others ? 

Mr. Wiitiamson. Yes. 

Mrs. Grirrirus. Let me supply you some information for the city of 
Detroit. 

In Detroit they have pushed the income down, down, down until it 
is practically a welfare shelter, and that is what you want it to be, 
is it? 

Mr. WituiamMson. Yes; that is what we want it to be. That is a 
very good record, because in Detroit, Mich., there are two projects. 
In fiscal year 1955 one project did not need $48,517, and the other 
project did not need $289,035. Now, if they have saved that subsidy 
and at the same time have reached down into the neediest group, then 
I think that they have done a very commendable job. . 

Mrs. Grirririts. I would like to find out something else from you. 
You pointed out that they raised the rents. Would you give me the 
list of the people who moved out because they raised the rents in any 
project ? . 

Mr. Winiiamson. Where? 

Mrs. Grirrirus. You gave us some examples, that they raised the 
rents and that people then moved into a higher income bracket. 

Mr. Wittiamson. You mean the Columbus, Ohio ? 

Mrs. Grirrirus. Yes. Can you state positively of your own knowl- 
edge that you know that the people who were in the housing projects 

moved out because they raised the rents? 

Mr. Witttamson. I don’t recall making such a statement. 

Mrs. Grirrirus. It is in here. 

Mr. Wirtramson. I don’t think we ever talked about rents. 
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(The following letter and telegram were submitted for the record :) 


REALTORS’ WASHINGTON COMMITTEE OF THE 
NATIONAL ASSOCIATION OF REAL ESTATE BOARDS, 
Washington 6, D, C., June 10, 1955. 
Hon. MAartHa W. GRIFFITHS, 
House Office Building, Washington 25, D.C. 


DeAR Mrs. GRIFFITHS: In our appearance before the House Banking and Cur- 
rency Committee on Wednesday, June 8, you stated that income limits in public 
housing in Detroit were consistently being lowered (please see p. 849 of the 
transcript). 

Of course, we were interested in knowing the actual situation in Detroit, and 
we wired Harry J. Durbin, director-secretary of the Detroit Housing Commis- 
sion, asking for the information. 

The Housing Commission has replied stating that from the end of the war 
until 1948 for a family of 2 adults and 3 minors the income limits for admis- 
sion were $2,640 per year and for continued occupancy, up to $2,920 per year. 
From 1948 through 1949 these limits were raised $340 per year for admission, 
making it $2,980, and $480 per year for continued occupancy, making the new 
ceiling there $3,400. From 1950 to October 1953, the income limits for admis- 
sion to public housing for such a family were raised to $3,500, which was $860 
per year more than that in effect in 1948. For continued occupancy from 1950 
to October 1953, the income ceiling was set at $4,100, which was $1,180 more than 
that permitted in 1948. The above limits include, according to Mr. Durbin, $100 
exemption for each minor child. 

The Housing Commission director states that the last revision was made in 
October 1953, and that the income limits were again raised to $3,800 per year 
for admission and $4,500 per year for continued occupancy. This would amount 
to a raise of $1,160 per year for admission; $1,580 per year for continued occu- 
pancy over those limits permitted in 1948. 

We believe that you will find this pattern of continually raising income limits 
to house higher and higher income groups to be no exception, but rather the 
rule for many hundreds of housing authorities across the country. 

We are enclosing herewith copies of our telegram to the Detroit Housing Com- 
mission and their reply. 

It is interesting to note that in the figures given by the PHA to the House 
Appropriations Committee last vear (pp. 2348, 2352, hearings on Independent 
Offices appropriations for fiscal 1955) it was estimated that subsidies authorized 
for Detroit projects (Mich. 1-1, 2, 5 and Mich. 1-4, 6) for the purpose of per- 
mitting them to house lowest income families during the current fiscal year 
would total $562,035, and yet they were not going to use $337,552 of this amount. 

We believe that the income limits reported by the Detroit Housing Commis- 
sion and the large subsidy authorized by Congress and not used for the current 
fiscal year prove conclusively that the Detroit Housing Commission—while it 
may be in many respects doing a commendable job—is not reaching as far down 
as it can to house those in the community in the greatest need of assistance. By 
using the subsidy the income limits for admission and continued occupancy could 
remain low. Instead, the trend has been the opposite. 

Respectfully yours, 
JoHN C. WILLIAMSON, 
Secretary-Counsel. 
Derrott, Micu., June 9, 1955. 
JOHN C. WILLIAMSON, 
National Association of Real Estate Boards, 
Washington, D. C.: 

Sending 1954 annual report airmail. Income limits for low-rent housing re- 
established after war and continued until 1948. For family of 2 adults, 8 minors, 
admission $2,640 per year, continued occupancy, $2,920. From 1948 through 1949, 
$2,980 and $3,400. From 1950 to October 1953, $3,500 and $4,100 including $100 
exemption for each minor child. Last revision made October 1953, present 
figures, including exemption, $3,800 and $4,500. 


HARRY J. DURBIN, 
Director-Secretary, Detroit Housing Commission. 
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JUNE 9, 1955. 
Harry J. DUBIN, 
Director, Detroit Housing Commission, 
Detroit, Mich.: 


Please send us airmail copy of latest report of Housing Commission and bill us 
for any expense. Also please advise collect wire maximum income limits (a) for 
admission (b) for continued occupancy for family of 2 adults, 3 children, broken 
down by years for 1945 to present time. Please give date of last raise in income 
a JoHN C. WILLIAMSON, 

National Association of Real Estate Boards, Washington, D. C. 

Mrs. Grurrirus. The gentleman who spoke yesterday mentioned 
that the rents went up in some public-housing projects, and that he 
then deplored the fact that they moved into a higher income bracket. 
and it was not for the welfare cases. 

Mr. Witi1amson. The Asheville case. 

Here is what happened in the Asheville case: They didn’t increase 
the rents. In order to use less of the subsidy—they already were 
saving $20,000—but in order to use less of the subsidy they revised the 
rent ranges so that they would take in less of the families who could 
only pay up to $21 a month, and take in more families who can afford to 
pay M2amonth. We cited that. 

Mrs. GrirrirHs. Was the housing project full when they raised the 
rents ¢ 

Mr. Wituramson. We don’t know what happened. This is the 
technique that the PHA itself discusses in its own manual as to how to 
arrive at their total rents. 

Mrs. Grirrirus. As a matter of fact, you don’t know whether they 
took in people at the lowest income bracket or some other income 
bracket, do you? 

Mr. Witu1amson. No. 

Mrs. GrirrirHs. You just reduced the rents; is that right? It is 
not a fact; it is your conclusion ? 

Mr. Wituiamson. Yes. They are conclusions, but I think they are 
reasonable conclusions. 

Mrs. Grirrirus. That is left for us to judge. 

What I am interested in is the facts. 

Mr. Wixturamson. I am sure of that. 

Mrs. GrirFirus. This would be a very biased opinion; is that right ? 

Mr. Wituiamson. I didn’t even suggest an opinion. I was setting 
forth the technique that is employed by housing authorities and recom- 
mended by the PHA to use less of the subsidy. 

Mrs. Grirrirus. Do you have any objection to their using less 
subsidy ? 

Mr. Wiiu1amson. We contend they are doing that at the expense 
of denying public housing to those who are the neediest. 

Mrs. GrirrirHs. Do you have a plan for subsidizing completely 
housing for those who need it most? Have you ever projected such 
a plan? 

Mr. Witi1amson. We contend public housing is a welfare function, 
and we think it is a perversion of a welfare function if it denies that 
welfare to those in the greatest need. We think that is a basic fault. 

Mrs. Grirrirus. Has your organization ever suggested to this Con- 
gress they have welfare housing and submitted a bill? Have you ever 


backed such a bill? 
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Mr. Witt1amson. No. We believe the care of the needy and desti- 
tute is a problem that is handled by the local people. 

Mrs. Grirrirus. By private charity ? 

Mr. Wiiu1amson. By public as well as private. 

Mrs. Grirrirus. On page 14 you point out— 

As a million and a half households a year become able to support homes costing 
over $10,000, vacancy rises ; in homes costing less than $10,000, and these become 
available for families with incomes of less than $4,000. This upgrading will 
provide half a million or more vacant units each year which will be available 
for low-income families at low prices. 

I would like for you to give me an example where in any of the 
five major cities, of the price at which these homes have become 
available at the rent prices? 

Mr. Wituramson. I am afraid, Mrs. Griffiths, that I can’t, but I 
think that perhaps the National Association of Home Builders may 
be able to shed some light on the subject of the availability of housing 
for low-income people. 

Mrs. Grirrirus. And the price range ? 

Mr. Wiuu1amson. I believe so. 

Mrs. Grirrirns. A complete home, the same home these people 
moved out of, nothing changed, where the rent went down over the 
last 10 years—if you could give me 10 examples in Detroit I would 
appreciate it. If one of those samples, or an example on Hastings 
Street, where the rent and home and services offered remained the 
same. That is, a one-family home wasn’t cut up into 5 or 12 apart- 
ments, and the rent consistently went down as the value of the prop- 
erty, the replacement value of the property depreciated. I would 
like to see that. 

I would like to ask you one other question: Yesterday there was 
some objection made to the fact that doctors lived in some public 
housing in some cities. I happen to know well a doctor who was a 
full doctor of medicine who had a practice, who left that practice 
to come to the city of Detroit to become a bone specialist. He was 
paid by the hospital $300 a month. He had a wife and two children. 
He didn’t live in public housing, but I believe he would have been 
eligible for public housing. Would you have had objection to this 
man living in public housing. 

Mr. Wixu1amson. I would have objection to anybody living in 
public housing. 

Mrs. Grirrirus. Do you feel that Ford wasn’t paying their help 
enough ? 

Mr. Witur1amson. Mrs. Griffiths, there is one thing that we miss in 
this whole discussion of public housing. When you offer a man who 
makes $300 a month public housing aren’t you in effect telling him 
that he doesn’t really have to try to put a notch in his belt, to employ 
some of the American principles of frugality, to make sacrifices to get 
a home for his family and children? Sure it is very desirable. Every- 
one wants to see every family in adequate quarters, but I think that 
the worst part about public housing is that you are telling these people 
that they don’t have to try; that the Federal Government will sub- 
sidize their shelter. I think that is one of the great disadvantages of 
public housing. 

Mrs. Grirrirus. In his case that wasn’t true, was it? Here is the 
wife who even took in sewing in this case. These people were way 
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above the average level, so that wasn’t true in this case. They were 
really good citizens, doing their best to perfect themselves in an art 
that would have helped everybody. 

Mr. Wiu1amson. I think you would make him a far better citizen, 
or he would be a far better citizen if he didn’t enter into a public 
housing project, where the rest of the people would have to pay part 
of his shelter. I don’t think that he really wants that. 

Mrs. Grirrirus. This man didn’t want that and didn’t do that, but 
how do I know that the doctors whose names you have given here as 
examples weren’t interns in a hospital, where they are paid practically 
nothing, working 18 hours a day ¢ 

Mr. Wessonan: We admit they were in our testimony. 

Mrs. GrirFirus. I don’t see what objection you could possibly have. 

Mr. Witt1amson. We contend that is a medical training problem. 
Every year, for example, the Congress faces the problem of compen- 
sation for Government employees. I think that 

Mrs. Grirrirus. A doctor is not a Government employee. 

Mr. Wiru1amson. I think there is an analogy here. We contend 
the problem of housing the intern is a medical training problem and 
by the same token compensation for Government employees is a Gov- 
ernment problem. I think the Government should try to give all of 
its employees a livable wage. If some employees live in public hous- 
ing, aren’t they getting additional compensation that is not provided 
other employees of the Government ? 

Mrs. GrirrirHs. Have you showed Government employees living 
in public housing ? 

Mr. Wiiutamson. Yes. I think the Seattle Housing Annual Report 
has some pictures of a Government employee. ‘We used one example, 
as in appendix L, of a Federal employee in New York City who is in 
public housing, and we just cite that as one example. 

We contend that in this case we are referring to a veteran who for 
10 years had been trying to find a home for his family, for 10 years, 
and he finally was able to find it in public housing, and he is paying 
according to this New York Times clipping—and they certainly could 
never be accused of being opposed to public housing—he is paying 
$67 a month. 

Well, I think that that is unfortunate because, for the past 10 years, 
or for the past 4 or 5 years, if he had tried just a little harder, he could 
have obtained a home for very little more than $67 a month. 

Mrs. Grirrirus. How much more, would you say ¢ 

Mr. WituiaMson. At no down payment. 

Mrs. Grirrirus. How much more, would you say ? 

Mr. Wiiu1amson. I think $10 more. I think in Levittown he could 
have gotten a home for $72 or $73 a month, including all costs. 

Mrs. GrirrirHs. What washissalary? Do you recall? 

_ Mr. Wruramson. Mr. Payne says that the Public Housing Admin- 
istration, in replying to this part of our testimony on the Senate side, 
said that his income is in excess of $3,700. 

Mrs. Grirrirus. How many children did he have? 

Mr. Witu1amson. Five children. 

Mrs. Grirrirus. And you have objections to his being in a housing 
project ? 
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Mr. Wixu1amson. I do not believe that that is a proper use, that that 
is a proper exercise of a welfare function. I think that public housing 
is wrong. I believe we have made that family a tenant of the Federal 
Government for the next 10, 12, or 15 years. 

Mrs. Grirrirus. Do you regard all subsidies as socialism ? 

Mr. WitiiAmMson. No, ma’am. 

Mrs. Grirrirus. You don’t? Which ones do you regard as 
socialism ? 

Mr. Witi1amson. No, I am not qualified to speak on subsidies. We 
hear the word “subsidy” brought up in connection with farms and in- 
dustries, and I am just not qualified to speak on it. 

Mrs. Grirrirus. Do you feel that subsidy should only go to welfare 
cases 

Mr. Witxiamson. I believe that to subsidize the industry for which 
I speak is wrong, and we are opposed to it. 

Mrs. Grurrirus. Do you feel subsidies should go only to welfare 
cases ? 

Mr. Witu1amson. I think if you are going to have any subsidy at 
all it ought to be directed at those in the greatest need. 

Mrs. Grirrirus. How would you regard a tariff, then? Do you feel 
that the United States Steel Co., for instance, would need one, and do 
you think that would be a subsidy, a kind of a welfare case / 

Mr. Witxiamson. I am just not qualified to speak on that. 

Mrs. Grirrirus. Then you mean some subsidies, you would like to 
say, are socialism and should go to welfare people, but others you feel 
are quite all right ? 

Mr. Witi1amson. No. I say it would be an improper role of Gov- 
ernment to subsidize the industry for which I speak. I am not quali- 
fied to speak on that. 

Mrs. Grirrirus. It isn’t subsidizing the industry for which you 
speak, 

Do you regard housing subsidy, as you call it, as a subsidy to the 
National Real Estate Board ? 

Mr. Wiit1amson. What subsidy ? 

Mrs. Grirrirus. Do you regard public housing as a subsidy to the 
National Real Estate Board ? 

Mr. Witxtamson. No, absolutely not. 

Mrs. Grirrirus. This isn’t a subsidy to the industry for which 
you speak. 

Mr. Witii1amson. I am qualified to speak for our industry, and we 
are certainly opposed to the Government subsidizing our industry. 

Mrs. Grirrirus. What industry ? 

Mr. Witi1amson. I say we are opposed to any subsidy 

Mrs. Grirrirus. Which subsidy specifically ? 

Mr. Witi1amson. There aren’t any, fortunately. We deny there is 
such a subsidy. 

Mrs. Grirrrrus. You also object to some subsidies to other people; 
isthatright? But not to all subsidies? 

Mr. Srewart. Might I suggest sort of a formula that I think is a 
reasonable test on this? A subsidy is one thing, and that which js 
socialistic is something else. 

Now, why not look at it this way: A subsidy which is used to sup- 
plant private initiative, private effort, private enterprise, I would say 
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is socialistic. A subsidy which stimulates private initiative is not 
socialistic. 

Mrs. GrirFirus. A tariff is a subsidy. 

Mr. Stewart. I would say a subsidy that permits Government to 
own and operate, supplants private effort. A subsidy to airlines, for 
example, permits the country to have a magnificent air transport 
system. It stimulates private enterprise to serve a greater market 
that it might not otherwise be able to serve. I think that is a real 
distinction, and that——- 

Mrs. Grrrrirus. Would you approve of this if this money were 
given to private realtors to build houses to rent from ? 

Mr. Srewarr. I think that a subsidy that puts private ownership 
in place of Government ownership is a subsidy. 

Mrs. GrirritHs. Would you approve of this if it were money given 
to private realtors so that they could build houses and collect the rent ? 

Mr. Stewarr. I wouldn't say that, no. 

Mrs. Grirrirus. That is private ownership. 

Mrs. Srewarr. No. Money given to a private owner to do that, 1 
don’t think there would be the slightest bit of equity or justification 
in that, or any need for it. The problem of the family that is 
unable 

Mr. Mctrer. Would you give it to the shipbuilders and airplane 
builders ? 

Mr. Stewart. It is said that Federal payments—I am not qualified 
to talk on either of those industries, but I understand in a general way 
that Federal contracts for mail to the airlines constitutes a subsidy, 
and that they are not used to own and operate Government airlines. 
They are used to make it possible for private entrepreneurs to expand 
the private air transport system and make it something that every- 
body wants. 

I would say possibly the land grants to railroads in the early days 
of railroad developments were comparable subsidies. They weren’t 
socialistic. "They were the opposite thing. They expanded a market 
and were based on confidence in private ownership and private pro- 
duction, helping it to get over some hump it might not otherwise have 
gotten over. 

It is totally different to have established a Government system of 
railroads or a Government transportation system in air. I only men- 
tion that as an example of how I think there can be a subsidy that is 
not socialistic. 

Mr. Mutrer. The basic difference is one of philosophy. Most of 
us believe that it is just as important to use Government funds to pro- 
mote the welfare of the people in the country as to promote its industry 
and its capital. 

Mr. McDonovuen. That is its welfare. 

Mr. Srewarr. I agree with Mr. McDonough. 

Mr. Mutrer. That is the difference between us, you concern your- 
self with property values first and I concern myself first with human 
values. That is the difference in our philospohy. We say both must 
be helped and you say only those who have, should be helped to have 
more. 

Mr. McDonoveu. I think that there is a theory here that has de- 
veloped insofar as the difference between a subsidy that is socialistic 
and a subsidy that promotes industry. 
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Now, Mr. Multer refers to—— 

Mr. Mutter. The difference is those who have money and were able 
to afford lobbyists, have their propagandists come in and do a job for 
them, and the poor fellow and the poor family in the country cannot 
afford that. 

Mr. McDonoueun. I haven’t finished my point. 

Mr. Mutter. Mrs. Griffiths has the floor. 

Mr. McDonoven. She said she would yield to me. 

I think that the question you are raising is that you would have in- 
dustry finance itself without any aid from the Government at all, 
and while on the other hand any subsidy that is given to the rails, to 
the airlines, or to industry provides employment for people, provides 
a means for them to buy their own homes, provides consistent and 
better wages, and all of those things that go to stimulate the industry 
of the country. 

On the other hand, a subsidy that will demoralize the individual, 
that will stultify his efforts to be independent, is in my opinion not a 
good thing to do. 

Now, if we go back into the history of the country —— 

Mr. Muurer. You didn’t 

Mr. McDonoven. I didn’t yield to you, Mr. Multer. Mrs. Griffiths 
yielded to me. 

On the other hand, if we go back into the history of the country, 
the housing of those who were not able to provide adequate housing 
for themselves was a responsibility, I think in the early history, of 
the county—not of the State. It became, later, a responsibility of 
the State. Now, it has become a responsibility of the Federal Gov- 
ernment. When it becomes a responsibility to the Federal Govern- 
ment then the individual feels that he can lean more heavily on that 
authority than he could on the county or the State. 

We have had our problem in public housing in California. We 
have built public housing units in California. We have supplied 
them to people that needed it. We have found people that were not 
eligible to it getting into it. We found that they have demoralized 
themselves by getting into it, and the quicker they get out of it the 
better off they are. 

I would say any subsidy that demoralizes a person’s status of life 
is not a good subsidy. 

Mrs. nesting I am interested only in your opinion, in the opinion 
of your organization, because when you come before this committee 
and give what purports to be facts, and I feel that you present some 
good evidence, but I would like to be able to distinguish the facts 
from the fancy, and know which is fact and which is simply your 
conclusion, based on a very few carefully selected facts. 

I would like to point out to you that in the city of Detroit, in the 
1940’s, I happened to know of an instance where a woman parole 
officer hunted a room for a girl who was just out of prison. The 
room cost $11 a week. It was unheated, and she had to use the bath- 
room with 18 other people. 

I don’t know of any particular efforts that your industry made 
to overcome such situation. 

Mr. Stewart. May I suggest one? 

Mrs. Grirrirus. I would like to point out something else. I know 
of a house in Detroit on a tax-assessment roll at $3,000 a year. It 
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brings in an income of $12,000 a year. In these slum areas the things 
that have happened in Detroit is that people have been pushed out. 
The surrounding homes have been cut into additional apartments, 
and, for example, the same sum that the large apartment was renting, 
they are now renting 2 or 3 apartments. 

Now, perhaps public housing isn’t the answer, but if it isn’t the 
answer when you come here I hope that you present some other 
answer to the thing, without damning everything that anybody else 
suggests, whether it is the President or the Democratic Party. 

Mr. Stewart. Mrs, Griffiths, we have presented an answer showing 
the successful use of other methods. Not too much attention has been 
called to it in these hearings, but you will find in there a memo pre- 
pared by our association’s Build America Better Council that illus- 
trates what has been the No. 1 organized civic effort of the real-estate 
industry in this country for a number of years, which has been simply 
to declare war on the kind of conditions that you have described— 
overcrowding, inadequate plumbing facilities, and all that. You will 
find from the material we have given you that you see now the real- 
estate boards, and other industry groups all over the country, standing 
behind city governments, asking for firm endorsement of adequate, 
reasonable, modern standards of housing. 

Mrs. GrirFitrus. Did you also ask for rent controls? 

Mr. Stewart. No. In the city of Charlotte, which is just one ex- 
ample, Mrs. Griffiths, 29 percent—that is nearly a third of all the hous- 
ing in that city, has been affected by that kind of enforcement. Char- 
lotte is a city of about 144,000 people. About 11,000 dwellings have 
been brought up to standards in the city ordinance, which is a good 
one. It wouldn’t have permitted 18 people using bathrooms in the 
condition you described or anything like that. Over 1,100 units have 
been destroyed, demolished, because they were found unfit to be 
relocated. 

That is a direct attack on the problem of overcrowding, of inade- 
quate housing. It is going forward with the complete and enthusias- 
tic support of realtors and our local organizations, and those in allied 
organizations. It is making a great deal of accomplishment. 

You will find little thumbnail sketch of what has gone in perhaps 
some 20 cities in the memo that is before you. 

Mrs. Grirrirus. Is Detroit one of them ? 

Mr. Stewart. Yes. Many thousands of houses in Detroit, as I re- 
call the figures, have been forced to comply with the standards of the 
city ordinance. 

rs. GrirritHs. But much remains to be done. 

Mr. Stewart. Yes. Much remains to be done. I don’t think you 
can ask a city to wipe out every single code violation that it has all 
at once for the simple reason that this has been sort of a latent func- 
tion of municipal government. For one reason or another, often good 
reasons, that type of local law hasn’t been enforced until recent years. 

Mrs. Grirrirus. Have you ever appeared before the council and 
asked that they increase the number of inspectors? 

_Mr. Stewart. I did within the last 6 weeks, before the city coun- 
cil of Asheville, and the mayor on the spot appointed a committee to 
proceed with the matter. 

Mrs. Grirrirus. That is all, Mr. Chairman. 
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The Cuarman. Unless there are further questions, you may stand 
aside. 

Mr. Founratn. Mr. Chairman, I would like to ask one question of 
Mr. Williamson. 

I noticed in your testimony the other day, on page 17, you made the 

comment— 
In this connection the committee’s attention is respectfully invited to section 11 
of the existing public housing law which provides a formula for capital grants 
alternative to annual subsidies, not to exceed 25 percent of the development or 
acquisition cost of the project. 

I wonder if you would elaborate upon that a little bit? I am not 
familiar with that particular provision of the statute. 

Mr. Witur1amson. In the public housing law you have two methods 
of financing public housing. One is through annual contributions, 
and the other is through capital grants. Now, this particular 25 per- 
cent section, as I recall that section it was at the option of the local 
community upon the approval of the PHA, but the law did provide 
for capital grants in lieu of annual contributions, and the capital grant 
idea has never been employed since 1949. In the 1937 act, there was 
a 10 percent local cash contribution. The United States paid 90 per- 
cent of the development cost, and the local government 10 percent, but 
it never worked, and in hearings before this committee, in 1938, a mem- 
ber of this committee asked the PHA administrator, Straus, why he 
was apparently circumventing that 10 percent cash requirement. He 
replied that it was the desire of the President to get these projects 
going quickly, in order to put people to work, and that too many of 
the communities had to raise money through an issuance of bonds or 
to raise their debt limit, and couldn’t put up the 10 percent, but the 
idea of the local cash participation in public housing was always in 
the law, but never utilized. 

Mr. Fountatn. I am sorry, I didn’t get in earlier. I had to leave 
another committee meeting to get here. 

You may have already covered this, you or someone associated with 
you today: Have you given testimony as to the extent to which local 
municipalities might encourage owners of these dwellings in slum areas 
to bring them up to standard by the enforcement of local ordinances 
with respect to health, sanitation, sewer and water requirements, and 
so forth ¢ 

Mr. Witutamson. That is a major plank in our whole program, It 
is the object of our Build America Better Council. Unfortunately 
you came in after Mr. Stewart left the stand. He is secretary of our 
Build America Better program, and he spends considerable time visit- 
ing various city councils, We have members of our councils in every 
large city, and we have a State organization to try to bring about a 
greater realization on the part of local governments, that they must 
accept responsibility by adequate code endorsement, adequate inspec- 
tions, to prevent the spread of blight and to bring about the rehabili- 
tation of existing properties. k 

Mr. Fountain. Do you have any figures indicating the effect en- 
forcement of the various codes now in existence throughout the coun- 


try might have in increasing the number of dwellings suitable for 
occupancy ? 
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Mr. Wituiamson. I am sure Mr. Stewart has the answer on the 
tip of his tongue. 

Mr. Srewarr. As to the number of enforcement actions that are 
taking place, and the number that can take place? 

Mr. Fountain. No, if the codes now in existence were enforced, 
how many dwellings throughout the country now censidered below 
standard would be brought up to standard ? 

Mr. Srewarr. Well, we think that within 5 years all of them could 
be made to comply with the city ordinances. That would not be an 
unreasonable demand to make of any city based on what some cities 
have done. Not all of them could be made to comply except by being 
demolished. It is impossible to given you a nationwide average on 
what percentage of all dwelling are bey ond salvage, but one figure 
does pop up in a number of cities, and it is 10 percent. 

The city that has done the most proportionwise in its city with 
code enforcement I think is Charlotte, N. C., and they find that for 
“— 10 that they can bring up to standard they find 1 that they can- 
not bring up to standard, and their yardstick, as written in their or- 
dinance, is simply this: That if the inspector finds that it would cost 
more than half the value of the dwelling to make it comply with the 
law, he must order it demolished. If he finds it would cost less than 
half, he must order it to conform. : 

On that basis it is 10 percent. In Los Angeles, an entirely differ- 
ent kind of city, Mr. G. E. Morris, who administers the program for 
the city, has found the same ratio to exist. He say that 90 percent 
of the dwellings in that city that now violate the code can be made 
to comply with the code. 

Mr. Fountain. Mr. Williamson, I noticed on page 22 of your pre- 
pared statement here today you also suggested the advisability of a 
thorough investigation of the 811 housing authorities, are now 
receiving what you describe as “new subsidies,” demanding an ac- 
counting of its stewardship, and so forth, and to examine into the 
special privileged class which is being subsidized. 

Do you know whether or not any such investigation has ever been 
made ¢ 

Mr. Wiuuiamson. No, sir. It has not been made. The only way 
we can get evidence as to what the housing authorities are doing is 
by studying the annual reports, and we tried to obtain 400 copies of 
reports. We selected about half of the 811, and through our local real 
estate boards we were able to obtain only 40, but we feel that there 
is ample justification to find out from the list of the projects where 
they are not using the contract subsidy, whether they are actually 
saving that subsidy at the expense of not housing those in the great- 
est need. 

We have always contended, and the proponents of public housing 
on the floor of the Congress have admitted, that public housing was 
not intended to go down into the lowest income groups or the people 
with no income, “but that the project had to be financially feasible. 
We have contended this: That in order to make it financially feasible 
it may be necessary to be sure that you have some people who are in 
public housing, who can pay enough rent in order so that the subsidy 
would be sufficient. But we also contend that it is a rather strange 
phenomenon that many public housing projects don’t use the subsidy, 
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but yet the rent ranges don’t go down. Instead of going down to the 
neediest people they go up into higher income groups. 

We think the Asheville case is just an example of a technique which 
is set forth in the Public Housing Administration manual. 

In Corpus Christi we tried to find out how many people receiving 
welfare assistance in Corpus Christi, Tex., are in public housing. We 
have been unable to obtain the facts from the welfare agency. We 
do know this: That the Corpus Christi public housing not only uses 
no subsidy, but returns a profit, and we contend that that is the best 
example that we have of this drive toward the socialization of family 
shelter, because when you end up with the Government owning—the 
Government as the landlord, and owning the shelter, and you don’t 
need the subsidy, then it has no characteristic of welfare, and you 
have pure socialism. 

Mr. Founratn. No further questions, Mr. Chairman. 

The CHatrmMan. We have a large schedule here today, and we are 
running late. I hope we are concluded with this witness now. 

If there are no further questions, will you stand aside? 

Mr. Mutrer. I have no further questions, but I am not going to 
let some of the statements this gentleman made go unchallenged on 
this record. I don’t know who he meant by one of the proponents of 
the public housing on the floor admitted that public housing was not 
intended to reach the lower classes, 

Mr. Wiix1amson. That is Senator Sparkman and Senator Taft. 
footnoted in the statement. 

Mr. Motrer. I don’t want to engage in argument on the subject, 
sir. I want the record to indicate that in appendix K of your own 
typical example of a public housing project, you show 91 unemployed 
out of 395 persons occupying that housing, and one other thing I 
would like to have the record show: That the move-out rate in the 
nationwide public housing for fiscal year 1954 was 27.6 percent, indi- 
cating the people that move into public housing do not stay there, but 
as soon as they can afford better housing they do get out. 

That is the history of public housing throughout the country, where 
it is properly administered by the local public authorities. 

The CuatrMan. You may stand aside. 

Will you call the next witness? 

Mr. Fink. Mr. James Rouse, Mortgage Bankers Association, ac- 
companied by Mr. Sam Neal. 

The Cuarrman. Identify yourself. 


STATEMENT OF JAMES W. ROUSE, PRESIDENT, JAMES W. ROUSE & 
CO., BALTIMORE, MD., ACCOMPANIED BY SAMUEL NEAL, GEN- 
ERAL COUNSEL 


Mr. Rouse. My name is James W. Rouse. I am president of James 
W. Rouse & Co., of Baltimore. We are mortgage bankers, represent- 
ing life insurance companies and savings banks in the investment of 
their money in mortgages on real estate. 

I do not have a prepared statement. I am talking from brief notes. 

I am on the board of governors of the Mortgage Bankers Associa- 
tion, which is a trade association of mortgage bankers such as myself 
and the life insurance companies and savings banks which we 
represent. 
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With me is our general counsel, Mr. Samuel Neal. 

We support most of the provisions in the House bill. Briefly run- 
ning down them, we support the extension of title I, the increase in 
the insurance authorization to the Federal Housing Administration, 
with some minor proposals on the settlement—change in method of 
settlement of claims, in the event of losses or foreclosures in FHA 
mortgages. That is an improvement in the procedure, merely a me- 
chanical device; the increase in section 207 from $5 million to $12%4 
million and limiting that to a single sponsor in a given market area, 
the increase in section 220 to $50 million seems to us appropriate for 
the kind of projects that are contemplated, and we strongly support 
the increase in grants under urban renewal to $500 million. 

The phase of the bill to which I would like to direct most of my 
remarks is the provision which would tend to relax two tests which 
have been set up for Federal assistance in slum elimination. 

I think that they would be important weakenings of a program 
which has in it great potential. I think it would mean a retreat from 
a very strong and hopeful concept of slum elimination in the country. 

I would like to take just a minute to review with you the origin 
of the workable program idea which was in the Housing Act of 1954. 
It stemmed from the President’s Advisory Committee. A subcommit- 
tee of that committee probably made as thoroughgoing and I believe 
objective a study of the housing program in the country as has been 
made. It was over a period of several months. 

The membership of that committee was quite diverse. It included 
representatives of labor and architecture and builders and bankers, 
real estate men and bankers, and it called before it the best informed 
people it could find in the country, and simply to address the problem 
to them of: How can we develop the program that will be the most 
effective in eliminating slums? Letters were addressed to directors 
of planning commissions, the administrators of redevelopment agen- 
cies and housing authorities, builders, real estate men, bankers, asking 
them to shed light on this same idea, of: How can we put together a 
program that really will be of maximum effectiveness in eliminating 
slums? 

That committee, which consisted of personalities that were very 
much disagreed on some of the more controversial aspects of housing 
came together and recommended to the whole Committee and the whole 
Committee recommended to the President a test to which all Fed- 
eral assistance programs should be put, and that was that a committee, 
a city, before being eligible for Federal assistance of any kind—sec- 
tion 220 of the FHA, urban-renewal grants, public housing grants— 
should have faced up to its slum problem and have presented to the 
Federal Government a workable program for slum elimination. 

That idea was so unanimously held by the people to whom the Com- 
mittee talked, that the strongest advocates of public housing, who ap- 
peared before the Committee, including Phil M. Klutznick, the former 
Administrator of the Public Housing Administration, agreed that it 
was reasonable to require a city to face up to its problem before being 
eligible for Federal aid. 

The thinking was this: That we have been developing in the past 
10 or 15 years a number of tools with which to attack slums. 

We have learned a great deal in the last 10 or 15 years about what 
it takes to go in, eliminate slums, demolish them and turn the land to 














440 HOUSING AMENDMENTS OF 1955 


new use. We have learned what can be accomplished through the pro- 
gram in the housing authorities. We have learned what can be ac- 
complished through code enforcement. It has come on us as separated 
programs, and individually, operating alone in many cities, there is a 
failure of a city to take advantage of the full potential that it has. 

If a city is simply taking Federal aid for the purpose of slum clear- 
ance or for the purpose of Federal housing and is going in and clear- 
ing this slum area, but is not at the same time—if it does not at the 
same time have a program for enforcing occupancy controls, in the 
area out beyond that, for rigid code enforcement, in housing areas that 
can be saved, for zoning controls, to prevent neighborhoods from de- 
teriorating, for decent planning, to see that new communities are de- 
veloped with some protection—if the city hasn’t been willing to do 
those things, then in many instances the Federal public assistance 
program is simply transferring slums from one area to another. 

It is clearing slums here and driving that congestion and that fire 
on into the woods. Therefore, it seems to be fundamental to a Fed- 
eral program that it should be the kind of effort, in whatever form 
it was going to be accepted by the city, that it would lift the city’s 
total program to a total attack on slums, which could constitute the 
elimination of slums over a period of years. 

It was recognized that the needs of various cities would vary widely. 
Some cities would want a public-housing program. Some would need 
extensive elimination of slums through urban renewal grants and 
others would be able to solve their problem extensively through re- 
habilitation of existing structures, but the workable program concept 
said: Whatever you do, as a city, before you qualify for Federal aid, 
you must come in and show us that you have faced up to your total 
slum problem and have taken steps all along the line—oceupanev con- 
trols, code enforcement, planning, zoning, as well as the direct slum 
elimination through demolition. 

It was contemplated at the time that there would be strong resistance 
to this. There would be some cities that were anxious to get some par- 
ticular phase of the program and would say: “Well, we want it.” And 
when they found they were frustrated in that effort they would pro- 
test. We knew that some agencies of the Federal Government would 
find themselves frustrated because the FHA, for example, might want 
to go in with a section 220 program, rehabilitate a given area, but if 
they can’t really eliminate all of it. if there are some buildings that 
are so bad they must be demolished, and there is no process for de- 
molishing it, the FHA should not go in with a long-term mortgage 
insurance program where there isn’t the opportunity for long-term 
neighborhood survival. 

We said to these people, as they came before that Subcommittee of 
the President’s Advisory Committee: “There will be protests about 
this. Do you think the line should be held? Do you think it is a 
reasonable qualification to demand of a city ¢” 

And it was well recognized that there would be these difficulties, be- 
cause they are the difficulties of cities doing their own job—difficulties 
in some instances of the Federal agencies doing their own jobs. Some 
of the problems that are developing with respect to the administration 
of the workable program concept, I think that if we maintain the 
concept, and let the pressures accumulate, we will find there is bad 
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administration, perhaps, in some Federal agencies that aren’t ex- 
pediting these requests for workable programs, that aren’t finding the 
way to bend to this concept and work with it, and we will certainly 
find cities that are refusing to do their job. 

It is not an impossible thing. We have had experience with it, now, 
to learn that 22 cities in the United States have been declared to have 
workable programs. 

I called the Housing and Home Finance Agency this morning be- 
fore coming here to see if they would just give me a rundown of the 
cities that have been approved today as demonstration that these are 
not unreasonable requirements for cities to make. Among the 22 cities 
that have been approved are Chicago, Baltimore, Los Angeles, Mobile, 
Alabama, Montgomery, Alabama, New Orleans, Minneapolis, Kansas 
City, St. Louis, New York, Newark, Philadelphia: and among smaller 
cities, Morristown, N. J., Portsmouth, N. H., Clarksville, Tenn., and 
others. 

There are over a hundred applications from cities now in process. 
There is good reason to believe that this idea of making cities face 
up to the problem of slum elimination on the total front, before being 
eligible for a particular phase of Federal assistance, is a darned good 
combination. It holds out a carrot, a very real aid to a city, but at 
the same time it compels the city to take the steps it should take and that 
people have learned to contribute to the creation of new slums if they 
fail to take these steps. 

We urge most strongly that the provision of this law that would 
exempt a new public housing project from meeting the test of the 
workable program requirement is a mistake. I can understand why 
it is urged. I can understand why people who are eager to go ahead 
with a public housing program that they are administering would 
not want to be encumbered by this requirement, but I would call to 
your attention that this was arrived at, not quickly, not recklessly or 
irresponsibly, but after the most thoroughgoing searching study of 
the slum elimination programs in this country, and was agreed to by 
representatives of labor and business and public interest, and has been 
very well applauded by groups on all sides of this phase outside of 
Government. 

The other test that is set aside, or is proposed to be set aside in the 
new bill, which I would strongly urge that you think.about very care- 
fully, is the test that the quantity of public housing for which a city 
is eligible is determined as a result of an estimate of relocation nee«. 

The public housing issue has i this country and the housing pic- 
ture for a good many years violently. Here was a group of people 
who were able to agree on the support of a public housing program, 
provided that test was established, and for the first time—the first 
time in 15 years, representatives of the two ends of the spectrum in the 
housing picture came to agreement on a public housing program, and 
for the past year there has been more peace and more progress, I think, 
in the housing field than in any year we have had. 

If you take a look at that test, it seems to me that it is a reasonalle 
one, and it is a right one and it can eliminate the arguments on tiie 
principles involved here and get down to the practices in a very healtuy 
way. 
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What it says, in effect, is that a city goes out, and it fits in well with 
the workable program concept—the city takes a real inventory of its 
slum situation. It estimates what its demolition program will consist 
of, how many housing units will be eliminated as a result of slum 
elimination in that city over a period of 5, 10, 15 years, whatever the 
conditions in the city may be. It would estimate the number of hous- 
ing units that would be eliminated through vigorous code enforcement 
which would take away the overcrowding in a lot of housing and 
through an intelligent, well-planned slum elimination program there 
would clearly be a reduction in the number of housing units in the 
inner area of the city. 

It would then balance against that reduction in the housing supply 
what is the available supply to meet those needs. It would have to 
know something from that inventory of the incomes of the people. It 
would have to know something of the rental range of existing private 
housing. It would have to take a look at new housing being built, 
and the movement of people in through the housing in the city, and 
then it would take a look at the existing public housing supply. It 
would take a look at the turnover in the existing public housing sup- 
ply and realize that that turnover, as Mr. Multer pointed out, was 24 
percent nationally. It constitutes a tremendous resource for reloca- 
tion, and after it had gotten to that point, it would then be able to say: 
To this extent, the planned need for new relocation housing to meet 
the needs of this total slum elimination program exceeds the avail- 
able supply for that purpose by “X,” and that is the need for public 
housing. 

In some cities I think it is unquestionably true that if that test 
were applied today, people who have been staunch advocates of public 
housing would say that there is no longer a need in that city; that 
they have built up their supply. 

There are other cities where there is a different situation in which 
we might come out with a proven need. 

I personally had the opportunity to make a study of Washington 
at that time, and we were employed by the Commissioners of the 
District of Columbia, and came up with a program for the elimination 
of slums in the District of Columbia in 10 years. We were able to 
apply that test in about that manner and we came up saying: That 
is the process that should be followed. 

It has not been, to the best of my knowledge, severely criticized or 
protested against by the people, either on the public or private hous- 
ing side of the picture in the D. C. area, so it seems to me that in these 
two tests which are being realized, if not abandoned in the new bill, 
that you have lost, or you would lose if you did abandon a very 
important prod for real progress in this slum elimination program. 

If you eliminate the workable program concept, you will fail to 
demand of the cities the performance that we have a right to expect 
and you will fail to hold out the carrot, on the one hand, that gives 
the whip on the other, to all of the communities taking the action 
they can take; and secondly, if you eliminate the relocation test, it 
seems to me you will have taken away the thermostat on public hous- 
ing supply that has been agreed to by representatives of business and 
labor and public interest groups, and that can be an effective end to 
this terrible division in housing. 
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Then in closing, I would just like to briefly note that there are other 
things to come before you, I assume, as a result of the Senate bill 
which was passed yesterday. There are some items in that bill which 
are not otherwise before this committee. One involves a liberaliza- 
tion of the public housing relations to permit people aged over 65. 
It would seem to me that there was as much reason to admit people 
over 65 as of any other age and a good deal more reason, and that 
such relaxation should be effected. 

On the other hand, there are proposals for the construction of 
special housing projects for people of over 65. That seems to me to 
be a mistake. It is going in the wrong direction by creating special- 
purpose programs of that kind. 

I think we ought to remove the fences that set up special channels 
of operation in this thing, and if there is to be a public housing 
program, it should be available to people over 65, and in planning 
that housing, they should see to it that there is enough housing to 
meet that estimate of that particular segment of need in the com- 
munity, in setting up special projects. 

From a planning standpoint, they certainly can be organized in 
certain sections of housing projects, and to meet the particular needs 
of aged people. There will come before you a program for direct 
loans for college housing. 

I can’t pretend to say that we are in a position to know all of the 
considerations that are involved in that request. I do think that we 
should point out to you that the making of Federal grants for col- 
lege housing is always a special purpose program that is automatically 
an invitation for an expansion of that program into one field after an- 
other that also shows a worthy need. 

It would seem to me that it would follow quite plausibly over a 
period of years that other nonprofit charitable institutions would 
seek to be made eligible for similar Federal grants for their housing 
needs, and it seems to me you ought to contemplate it therefore in 
the strong possibility that over a period of time it can become a very 
large program, the full extent of which ought to be very carefully 
measured, rather than backing into it thr ough the college program 
alone. This program proposed now is a considerable expansion over 
the one that has existed in the past. 

You will also have in the Senate bill the proposal for a system of 
FHA insurance of military housing. 

There are certainly good arguments for that provision, but we are 
forced to oppose it. We oppose it because we think that it hides the 
subsidy in such a manner that it is dangerous, both for Government 
and for business. We create a situation in which the Federal Hous- 
ing Administration is to insure mortgages for housing for military 
posts. We have made it relate to cost and not to value. The Senate 
says in its bill that— 

The need will be estimated by the Federal Housing Administration, but if the 
FHA says the need doesn’t exist, the insurance is to be granted anyway and 
the Department of Defense is to guarantee the Federal Housing Administration. 

It says, “The interest rate is to be 4 percent,” which is a nonmarket- 
able rate, as proven by the fact that the rate on 207, 213, and 220 loans 
is four and a quarter percent, and in order to make it ‘marketable. it 
provides for the purchase of those mortgages by the Federal National 
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Mortgage Association, so when you complete that cycle, you have a 
program in which the FHA insurance, Department of Defense guar- 
antees the FHA and the Federal National Mortgage Association buys 
the mortgages which have been insured by FHA and guaranteed by 
the Department of Defense. 

There is nothing but Government money and Government guaranty 
of one agency and another. It seems to us that if there is a need for 
military housing on the Defense Establishment, that the direct and 
forthright way to do it is through appropriation. Lf it is something 
that meets the need, if there is a legitimate, valid, provable need 
that can meet the normal underwriting tests, then it should be in- 
sured by the Federal Housing Administration under its regular pro- 
visions and if it can’t meet that test, then it is not a private job, 
shouldn't be thought of as such, and ought to be done through the 
Defense Establishment budget. 

There is a provision in the Senate bill for the insurance of mort- 
gages on trailer cars. That is a new concept to us. I have to speak 
as an individual, because as an organization I think it is so brand new, 
we haven’t had a chance, really, to study it thoroughly. 

It does appear to me that it is a great mistake. Trailer camps at 
best are looked upon as an emergency form of a community; that it 
seems to me we would not want to give support to that in our total 
housing program. Where it is a part of a military defense need, it 
seems that it should be handled in that manner. If this means insur- 
ance of mortgages on trailer camps around the crowded industrial 
communities, it means abandoning all of the standards of community 
development we have been trying to build all over the years, the re- 
quirement for decent living space and good housing. I think it would 
be a mistake by this kind of liberalization of mortgage insurance to 
build up the kind of housing communities which don’t hold out hopes 
of good long-term neighborhoods. 

There is proposed in the Senate bill a change of section 213 and 
section 220 to eliminate the value test and apply and return to the 
test of percentage of replacement costs. 

I think that is the result of the last few months in which the FHA 
has been administering the 213 and 220 and 207 programs under a 
value concept instead of a replacement cost. 

I think it would be a great mistake to abandon the value test. 

If housing cannot produce enough rent to produce enough value to 
equal the cost, we are justified in determining whether or not it is well 

lanned and well-conceived and whether or not it should go forward. 

t is difficult, but it is not impossible to twist and turn with the plan 
and work on one of these projects to make it meet a value test. 

By coincidence, our office, in private business, happened to finance 
a 207 project in a redevelopment project in Baltimore, which was the 
first of its kind in the country, and we had a hard time making that 
207 value come up to a point where it would work out without an un- 
reasonable equity requirement. We had to redesign that project a 
great many times. It was accomplished in the end. I believe it is too 
early to say that as the pressures gather on this 220 program around 
the country, that city after city comes in and is trying to get this and 
trying to get that, and the FHA Underwriting Department is put to 
a severer reexamination of its underwriting processes, and pencils are 
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sharpened—eventually this thing can be made to work, but to elimi- 
nate the value test and put it to replacement costs open the gates to no 
fence at all around the program. It is a reasonable test that the FHA 
should find these properties to have a value sufficient for a high ratio 
of 90 percent mortgage to be insured. 

Thank you very “much, 

Mr. Mcurer. I think you referred to my statement of percentages 
of move-outs as 24 percent. I think it should be corrected to show it 
is 27.6 percent. 

Any questions ? 

Mr. Wotcorr. No questions. 

Mr. Tair. No questions. 

Mr. Fountatn. I would like to say, after a careful study of his 
statement, I might not find myself in agreement with everything the 
gentleman has said, but I think he has made a very intelligent, a very 
significant, pertinent and realistic statement, particularly concerning 
relaxation of the two tests which he objected to. 

That is all. 

The Cuarrman. Mr. McDonough. 

Mr. McDonoven. No questions. 

The Cuarrman. Mrs, Griffiths. 

Mrs. Grirritus. No questions. 

The Chairman. Mr. Vanik? 

Mr. Vanik. I don’t want to comment on your statement, but I would 
like to have the record show that the 35th city has just been approved. 
I just got word that Cleveland was approved today, which makes it 
the 35th city, with the so-called workable program. I am not going 
to comment on that now because there has been a tremendous amount 
of effort to come forward and prove the city had a workable program. 

We were very much concerned about the long period of time it took 
for the Housing Administration to determine we did have a workable 
program. 

Mr. Rouse. It has taken a long time and some people questioned 
whether it isn’t taking too long a time. I am not prepared to com- 
ment that it is. I think we have to be a little patient at this point 
because they have been an agency faced with the administration of 
a brand new concept in the Federal program and whenever that hap- 
pens, there is a slow adjustment, guinea pig period, and forms are 
established, processes are established, methods of applying necessary 
tests, but it now seems to be underway. 

It would be a great shame to break it down at this time. 

Mr. Vanik. The ultimate product is still a long way off. We are 
anxious to see how much longer it will take for consummation of these 
well-formed plans. 

T have no further questions. 

The Cuatrman. Mr. Widnall / 

Mr. Wipnatu. No questions. 

Mr. ome Mr. Betts? 

Mr. Berrs. No questions. ; 

Mr. Mutrer. Mrs. Buchanan / 

Mrs. BucHanan. No questions. 

Mr. Mutter. You referred to your opposition to the idea of trailer 
parks getting assistance under this program. Does your organization 
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take any position against Federal mortgage assistance to hotels and 
motels ? 

Mr. Rouse. I haven’t seen a proposal for Federal assistance to 
motels and hotels. I don’t believe one has been made. 

Mr. Mutter. We have had the proposition come to the committee 
from time to time, 

Mr. Rousse. You get into a difficult realm when you try to find what 
test you apply. It seems to me that is something that leans as far 
over to a commercial enterprise for its justification as essential justi- 
fication as motels, hotels, and trailer care is not entitled to Federal 
assistance of any kind, that this committee would normally be con- 
sidering, that is. 

Certainly you have got to find some broader public interest than 
that, it would seem to me, to justify Federal aid. So if we were 
asked the question I think we would feel pretty confident that we 
would take a position against Federal mortgage assistance for hotels, 
motels, or trailer parks. 

Mr. Mutter. Of course, the way the matter was presented to the 
committee was that the trailer parks and mobile units have taken on 
an important permanent aspect, whereas originally they were used 
more or less as a vacation facility. Today they are used in large part 
by the military, and in connection with large construction programs, 
where they have moved into those areas for military use on a more 
or less permanent basis, and in the construction areas on a temporary 
basis, but for a long period. 

Mr. Rouse. I am sure a situation could be described which would 
appear to justify the assistance asked. I would also feel that the 
great danger was that out of that justification would be the begin- 
ning of a program which does not meet the standards, it would seem 
to me, of good housing development. The trailer parks by and large 
are not well planned communities and it would open the door there- 
fore to Federal assistance to a program which would broaden beyond 
that and which would create over the long pull much less desirable 
housing conditions than we would like to see. 

Mr. Murer. It is your feeling we ought to devote this program 
primarily to permanent housing ¢ 

Mr. Rovsr. I would certainly think so, sir. I don’t think that even 
where we have got into the somewhat permanent housing, but where 
we relax standards in the FHA under the title I FHA program, when 
the FHA abandoned its regular standards, and because of that special 
program that it would approve lower standard housing in the outlying 
communities, less planning on, or fewer requirements on neighbor- 
hood planning, streets, and utilities, and finishing of the house; the 
program did a considerable volume of business over a period of 
vears, and although there was some support for it there was certainly 
a great deal of criticism of the neighborhoods that evolved out of 
those relaxed housing standards. 

One of the great contributions, it seems to me, that the country 
has attained through the FHA ha’s been the improvement in neighbor- 
hood planning standards that has come along at times in parallel 
with better municipal planning at the city commission level, and we 
have a good deal higher concept of what is a well planned residential 
community today as a result of the experience we have had in the 
last 15 years. 
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This trailer park idea is in the exact opposite direction. 

Mr. Mutter. With reference to your comments about the value 
test, do you know what formula is used by the agency in determining 
the value of cooperatives ? 

Mr. Rouse. It uses a capitalization of net income. That is the 
fundamental problem. 

Mr. Mutter. That is the underlying principle. Do you know what 
formula for capitalization they use? 

Mr. Rouse. What specific rate? 

Mr. Mutter. Yes. 

Mr. Rouse. No, I do not, sir. 

Mr. Motrer. Do you know whether it varies from area to area? 

Mr. Rouse. The capitalization rates employed by the FHA in 
their other programs vary not only from area to area, but from proj- 
ect to project, depending on their estimate of the long-term survival 
characteristics of the particular project. In general, the FHA 
stretches and sweats and goes through enormous labor to get 614 
percent rate and sell them above 7% percent. 

I would expect to see the capitalization on a 213 project somewhere 
between that band. 

Mr. Motrer. I think I was one of those who advocated the value 
test. rather than replacement cost test in the last session. I am be- 
ginning to think that I made a mistake, though. I think that as long 
as we have men who are going to have the discretion of saying whether 
they will take a capitalization formula of one kind as to one project and 
in the same area a different capitalization formula on another project 
in the same area, and vary that formula, not only from project to proj- 
ect within a community, but vary it right across the country—maybe we 
haven't got the kind of a principle written into this law that we should 
have. Possibly the replacement cost is one where you can be more 
accurate in your determinations. 

Mr. Rouse. That may not be an undesirable thing. The way that 
variation would express itself, in my experience in FHA would be 
if a given entrepreneur came in with a particular project that was, 
let us say, in an area where there was an undesirable industrial dis- 
trict here that raised questions about how long would people really 
like to live there, and maybe it was designed to require rents that were 
considerably higher than the area right around it, and the FHA 
would say, in looking at that project, “We think the risks are greater 
here, and therefore we will apply a 7.5 capitalization rate.” Over 
here is a project which well conforms to its community, is in a good 
environment, and they say, “This has a good chance of success, we 
go to 6.5.” 

The effect of those two decisions is to compel the entrepreneur of 
the first project to make it conform to that neighborhood more closely, 
to see that it meets the requirements of the people. Perhaps to put 
it in some other location, where it doesn’t have that adverse influence, 
and, on the other hand, if they want to go ahead with it anyway for 
some special reason for doing it, the FHA doesn’t say, “We won’t 
insure it.” They only say, “There is a greater risk attributed to this 
project.” 

I think the real problem is that the FHA has been administering 
for some years now the 608 program and the Wherry program which 
required no value test. Before that it had administered a value test 
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under 207, and we saw an enormous amount of housing built under 
207, and we saw it built under mortgage ratios that were only 80 
percent, and yet the builders were resourceful, and the projections 
were well designed, and they were built at very low equity 
requirements. 

1 believe the same thing will happen now. I think a greater re- 
sourcefulness is being required in design and planning and location 
of projects under a value test, and in the end I think it is good for 
the people and good for the economy. 

Mr. Mutrer. I think with either test replacement cost or the value 
test, with the additional provisions for certification of costs, we may 
get the protection that we should have, both for the public and tenant, 
and the Government. 

I do know, no matter where the fault may be, that certainly under 

} there is very little building going on. There has been a tremen- 
dous number of withdrawal of applications, and a tremendous number 
of rejections of applications. We are just not getting any cooperative 
housing under the law as it now stands. 

Whether it is the human fr ailty in applying the value test or what 
it is, I don’t know. I think maybe we ought to go back to replacement 
cost and see if we can’t get this program under 213 moving again. 

Mr. Rousse. The biggest single reason you are not getting rental 
housing under 213 or 

Mr. Mutrer. 213 is cooperative. 

Mr. Rouse. Cooperative ownership housing. I should have said. 

Mr. Murer. The multiple-family projects we are talking about. 

Mr. Rouse. Large developers of large multihousing projects in the 
United States who have been doing the building over the period of 
the last 20 years have been made ineligible to build projects as a result 
of the housing investigation, by and large, and I think it will be a 
while until the FHA adjusts itself out of the fear psychology that 
has taken over the agency in the last 6 to 9 months, and until the way 
is found to get a good many of these builders back working again. 

Mr. Mutter. I can’t go along with you on that. I think every 
builder who has come in and demonstrated his ability to perform and 
has given the agency the information they asked, has been—if he 
otherwise qualified—has had his applications approved. I think in 
the main, in 213, it isn’t because they were in any prior projects or 
didn’t give the information. They filed their applications and the 
appraisals under the value test didn’t justify the commitment. Maybe 
they couldn’t get the commitment from the lender. I don’t think 
it is due to any fear psychology on the part of the agency. I think the 
agency has at this time tightened up a little on their standards and on 
their requirements, but I don’t know that we can sit here and find 
fault with them. Whether they are right or wrong only time will tell. 

I think this committee is desirous of seeing the program move for- 
ward, and if value tests are wrong, maybe we should try the other 
test. 

Mr. Neat. I think what Mr. Rouse may have intended is something 
like this: Experience has shown that in these cooperative housing 
projects, at least in the multifamily type, the conception that a group 
of cooperators would voluntarily come into the FHA and have the 
know-how and ability to put one of these projects together was an 
erroneous concept, and that in the long run the ones that got built were 
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built because a proper mother—call him by another name, if you want 
to, but that is really what he was—got the cooperators together because 
he could make some profit out of it, and so could the cooperators, and 
they put the project across. 

It is that motive that has been lacking for several reasons, one of 
which is because the people have turned to other fields which are more 
profitable to them, and one of which is because there has been some 
difficulty in the value concept. 

I think it is our feeling that if you do remove the value concept you 
must realize the dangers that you may be running, and this industry 
to some extent legitimately, and to some extent illegitimately, has been 
criticized for saying. for example. more mortgaging out couldn’t occur. 
I think we want to be perfectly careful in this situation to realize and 
tell you gentlemen that if you removed the value concept you are 
running into the possibility of the same kind of a situation developing, 
and we would hate to see that occur. 

Mr. Mctrer. Do you run into that danger if in any event we keep 
the provision of cost certification in the law / 

Mr Neat. You lessen it if you keep it in. The only reason to in- 
crease the value test is to increase the ratio of loan and to the 
extent you increase the ratio of loan to value of cost you run into 
the possibility of increased profits, increased mortgaging out, in- 
creased dangers, it seems to us. 

Mr. Rovse. You invite far less obedience to the laws of supply 
and demand that should operate on a given housing project, because 
neither the developer nor the FHA are put to examining that project 
in terms of “Are its rents reasonable for the purpose for which it is 
intended, or is it well planned and appropriate for the area in which it 
is located ¢” 

Those are the kinds of tests that come up under a value concept. I 
can't believe that over a period of time FHA isn’t going to find a way 
to make the capitalization approach work. It has made it work be- 
fore. It works all through every other phase of the income real-estate 
picture.. We find shopping centers, hotels, office buildings, and the in- 
surance companies, savings bank institutional investors wouldn't con- 
sider making loans of two-thirds of cost. They would be perfectly 
willing to make a loan of two-thirds of value even if it was 90 percent 
of cost because what they are looking to is “What is the resalability 
here when we have to take it back?” and I don’t see any reason why 
we should assume that there is something so unusual and special and 
distorted about housing in the economy that income-producing rental 
housing can’t meet a value test. 

On the long pull it must meet a value test. 

Mr. Murer. Maybe what we ought to do is require the lending in- 
stitution to carry some equity in the mortgage and not get full insur- 
ance, and then instead of simply looking to the guarantee, the lending 
institution would also make an independent investigation to make sure 
it is a good mortgage. I know some of the lending institutions are 
doing that. I don’t believe all of them are. We can improve the situ- 
ation that way and require them to take some risk, too, and not get a 
100 percent guaranty. 

Mr. Neau. We think we ought to take some risk, Mr. Multer. We 
have made a number of suggestions along that line. There are some 
difficulties involved, but it is a perfectly reasonable assumption. 
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Mr. Murer. Are there any questions, Dr. Talle ? 

Mr. Tatie. No questions. 

Mr. Mutter. Any questions? 

Mr. Vantx. I would like to ask the gentleman one question: 

With respect to the windfall profits that the Government was em- 
barrassed by, I wondered whether the mortgage lenders weren’t em- 
barrassed by the same sort of situation, that might have reached them 
as individual lenders, you know ? 

Mr. Rouse. No, we haven’t been. 

Mr. Vanix. If you use that valuation theory you could very well 
have fallen into the same pitfalls. 

Mr. Rouse. In private lending? 

Mr. Vang. Yes. 

Mr. Rouse. In private lending it is not an unusual—I wouldn't say 
it isn’t an unusual situation; there are situations where a builder can 
build a project which is being privately financed, where the ratio of 
loan to value will meet all of the tests that the insurance company or 
the savings bank applies. It may be a two-thirds loan and yet it will 
be recognized that the value which has been created is such that that 
ratio, when applied to that value, produces a loan which exceeds cost. 
Windfalls in private lending are not an extraordinary thing. It means 
a guy has had to be a lot better than the market to have created a proj- 
ect that added that kind of value, but it happens. It happens all the 
time. 

There are office buildings or shopping centers or hotels or other 
buildings being built where the income that is being produced will sup- 
port a value that is substantially in excess of cost, and therefore will 
support a mortgage that is either very close to or perhaps in excess of 
cost. 

Mr. Neat. As long as the value is there, Mr. Vanik, in the private 
situation, the mortgage lender really isn’t interested in cost. 

Mr. Vanrg. That is right. 

Mr. Mutrer. If there are no other questions, thank you very much. 


Mr. Packard, will you identify yourself for the record. 
Mr. Packarp. Yes. 


STATEMENT OF ARTHUR J. PACKARD, PRESIDENT, PACKARD 
HOTELS CO., MOUNT VERNON, OHIO 


Mr. Packarp. I am Arthur Packard of Mount Vernon, Ohio, chair- 
man of the Governmental Affairs Committee of the American Hotel 
Association. 

The first thing I would like to do is express our appreciation for 
your understanding of our problems in the past, and to thank you 
earnestly for having incorporated section 513 into your 1954 Housing 
Act, which, if you will remember, limits—— 

Mr. Mouturer. Mr. Packard, permit me to interrupt you, please. It 
is our plan to continue this morning until 12:30, and then recess 
until 2:30. I don’t think we can possibly hear any other witnesses 
this morning. 

You may now proceed, Mr. Packard. 

Mr. Packarp. As I say, I would like to thank you all for your 
understanding of our problems in incorporating section 513 into your 
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1954 Housing Act. I am happy to report to you that the officials of 
the Federal Housing Administration, and the Department of Justice, 
are issuing cease and desist orders relative to this section 513. At 
the present time, however, there are three cases before the Federal 
courts and until the final decisions are handed down, the pattern of 
compliance, and of agency procedure, will continue to be somewhat 
uncertain. 

I would like, if I may, to call a few brief points to your attention. 

In our testimony last year we stressed the fact that there are roughly 
1 million hotel rooms throughout the country. We also called your 
attention to the fact that there are approximately 500,000 units in 
FHA projects which were financed under sections 608 and 207. We 
contended that if these projects were permitted generally to rent on 
a transient basis they could conceivably take over the entire business 
of housing transients in most of the major cities of the country. The 
action of Congress last year in stating congressional intent, and ban- 
ning hotel services in these apartment buildings, will go far toward 
protecting us against the loss of our franchise as a housing industry. 

However, we still hear the argument advanced that wherever these 
FHA apartment buildings find themselves in difficult financial straits 
they should be permitted to rent transiently, or to do anything else 
within their power in order to remain solvent and pay off the mort- 
gage. May I simply observe that the hotel industry, nationally, finds 
itself in difficulty also. Our occupancy has been steadily downward 
ever since 1947, year after year. And we will not soon forget that in 
the decade of the 1930’s, 82 percent of all hotels either went bankrupt 
or were obliged to refinance. So we would strenuously object to any 
proposal to bail out selected FHA structures, at the expense of our 
industry. We believe your committee will feel that we are not 
unreasonable in taking this position. 

There are several bills now before the Congress which would waive 
the provisions of section 513, granting special permission to certain 
FHA projects to rent transiently. We feel that it would be eminently 
unfair to make an exception of selected projects. There should be no 
discrimination, and Congress should compel all of those properties 
to restrict their operations to permanent housing for which they were 
originally constructed. 

2. Among the various proposals now pending before your committee 
is one which would increase the mortgage limitation on multifamily 
housing projects from $5 million to $12,500,000. There are undoubt- 
edly good reasons why certain HHFA officials recommend this 
change. May I point out, however, that with an investment of this 
size, builders would likely find themselves able to construct apart- 
ments in the heart of the downtown business centers in most of our 
American cities. Thus could be created establishments which could 
be very simply converted to hotel operations later, largely supplanting 
our existing hotel properties. When you consider that there are prob- 
ably no more than 25 hotels in the entire Nation today whose assessed 
valuation would equal $12,500,000, you realize the magnitude of the 
proposal which confronts your committee. 

To conform to the intent of Congress, made clear in the enactment 
of 1954, and to insure the fact that structures which are to be built 
hereafter will be primarily designed for permanent housing, may I 
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respectfully suggest that the committee consider including in your 
report certain safeguards against construction of buildings which 
would lend themselves to transient use, rather than permanent occu- 
pancy. It might be required that properties built under section 207 
are to be located only in areas zoned primarily for residential pur- 
poses. Or it could be suggested by your committee that efficiency units 
be definitely limited to some stated percentage. In this way you could 
help to insure the fact that structures which are yet to be built would 
definitely serve the purpose for which they are intended, by providing 
permanent housing. 

3. The Senate Subcommittee on Banking and Currency discussed, 
at some length, a proposal to vest in the Department of Defense the 
major responsibility for financing housing on or near military bases. 
As we read §. 2126, and the accompanying report, it would appear 
that the committee viewed sympathetically the idea that the Depart- 
ment of Defense own the housing facilities built for the use of the 
military. 

The American Hotel Association certainly does not pose as expert 
enough in the field of public housing to pass judgment on this subject. 
But we have witnessed, in past years, the uncertainty of tenure of 
Armed Forces at any given site. Deactivation of a military base has 
overnight made a ghost project of some of these housing facilities. 
This is true in the case of elevator-type structures, and garden-type 
apartments. Frequently the latter are now found to be serving as 
motels and motor courts, catering to the general public; and on a 
transient basis, of course. 

May we respectfully express the hope that some section comparable 
to 513 be incorporated into any new legislation passed by this Con- 
gress to deal with housing for military personnel. This would be 
entirely consistent with the action of Congress last year in banning 
the use of FHA structures generally for transient occupancy. 

4. Existing housing statutes provide for Federal participation in 
the redevelopment of blighted areas. A Federal grant is available 
from the HHFA with which the real estate can be purchased and 
undesirable structures razed. Then the local political subdivision is 
responsible for providing new streets, sewers, gutters, schools, et 
cetera, to fit into a new plan. 

It is interesting to observe that there are at least three places known 
to us where the construction of a hotel is contemplated as one of the 
facilities to be incorporated into the final plan for redevelopment. 
There seems to be no prohibition in the language of the present act 
which would prevent such action. 

Inasmuch as FHA will not insure a loan for the construction of a 
hotel building, we wonder if it might not be entirely consistent for 
the agency to avoid being a party to a program involving the construc- 
tion of hotels under section 220 of the act. Somewhat facetiously, I 
would certainly suggest that, based on the national average earnings 
of the hotel industry since 1947, most communities would be embark- 
ing upon a rather perilious course of action if they did build such a 
structure. 

Here, again, the overriding importance of permanent housing should 
be emphasized. Congress should avoid any proposals which would di- 
vert federally insured housing to transient purposes. Actually, the 
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regulations or the administrative procedures might well ban any high 
vercentage of efficiency units in the construction of an apartment 
Satine: For this is the key to the ready conversion of apartment 
buildings to transient establishments. 

In this connection, we have been impressed with the statements of 
Chairman Spence, the former Chairman Wolcott, to the effect that 
your committee regards its major responsibility as that of providing 
permanent housing, and that any gimmick or practice which imperils 
that objective is inimical to the best interests of the Nations’ housing 
program as a whole. It is in line with that viewpoint that we have 
made the above brief suggestions. 

5. One final point. The language of section 513 in the 1954 Housing 
Act made it possible for some FHA projects to continue to rent a cer- 
tain number of units transiently, if such units were offered for tran- 
sient rentals prior to May 28, 1954, if the Commissioner found that the 
project was located in a resort area. We have consulted on numerous 
occasions with staff people of FHA as they struggled with the difficult 
assignment of defining resort areas. On April 26 the agency came out 
with a regulation which proved somewhat of a disappointment to our 
industry. Frankly, as we read the statement, it would be well within 
administrative discretion to classify, as resort areas, the major metro- 
politan centers in America. I am very sure that the present officials 
of FHA would not be unreasonable in their determination as to what 
constituted resort areas, but we do fear that such loose language 
might some day defeat the very purpose which Congress had in mind 
when you enacted section 515. 

So we did plead, before the Senate Banking and Currency Commit- 
tee, for some guidance to the agency narrowing the application of the 
resort area principle. It proved truly gratifying to us that the Sen- 
ate committee did incorporate into report No. 404 the specific instruc- 
tions to the FHA to not apply the resort area classification to large 
cities or metropolitan areas which are only incidentally resort areas. 
We earnestly hope that your committee may likewise set forth its views 
as a guide to FHA on this point which is so important to our industry. 

Thank you sincerely, Mr. Chairman, and gentlemen, for this oppor- 
tunity to have conferred briefly with you. 

Mr. Murer. Are there any questions / 

Mr. Tauye. Just one, Mr. Chairman. 

Mr. Murer. Dr. Talle. 

Mr. Tattr. To what do you attribute the decline in business since 
1947? 

Mr. Packarp. In the first place, there have been built in this coun- 
try almost a million units of motor hotels, or motor courts, or motels, 
which has practically doubled the capacity of establishments taking 
care of the transient traffic. That is bound to have affected the hotel 
business to a great extent. Asa matter of fact. that is the prime com- 
petitor that we have had. We are engaged, if I may say so, almost 
in a life-and-death struggle in that different theory of housing today. 
We have almost doubled our capacity to take care of the traveling 
public between hotels and motels combined. 

Mr. ‘Tatte. Does your association have a plan for meeting this 
competition more successfully than you have been doing ? 

Mr. Packarp. Our association has this plan: We feel—how shall 
I say this/—we feel that we have many things to offer and if we can 
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give to our customers the things that they have been getting elsewhere, 
and that we haven’t given—maybe I am being a little ambiguous, but 
what we are trying to give them is what they have wanted and what 
they need and what they felt they received in the motor hotel. We 
are attempting to give them that, plus all the advantages that the 
hotel industry has for them also. We are trying to combine the two 
in order to meet it. It is a matter of competitive survival with us. 
We are attempting to modernize and we have spent in the last couple 
of years, our particular industry, about $2 billion in modernization, 


and in a very sincere effort to meet the public requirements and the 
public needs for housing. 


Mr. Tatxe. Thank you. 

Mr. Mutrer. May I suggest that it wasn’t until the modern motels 
began to dig in very substantially to the revenue of the hotels—it 
wasn’t until that was felt—that the hotels really entered upon a sub- 
stantial modernization program. 

Mr. Packarp. You must remember there were some extenuating 
circumstances. During the course of the war, when materials and 
supplies were unavailable, it was impossible for us to buy many things 
that we normally do in our business. We couldn’t buy carpets, we 
couldn’t buy equipment—there are a thosuand and one items that we 
couldn’t buy. That, combined with the fact that, to be perfectly 
honest, business was good, and we don’t get hurt—I am not attempting 
to kid about it, but business was good and it was a good excuse for us 
maybe in some instances, and some of our individuals, not to spend 
any money. 

At the end of each year our cash reserves were taxed away under 
wartime levies. When the war ended our properties were run down, 
and our inventories depleted, while we were without sufficient funds 
to restore our establishments. We are still struggling with the post- 
war rehabilitation needs in our industry. 

Mr. Murer. Mr. Betts? 

Mr. Berts. No questions. 

Mr. Wipnatu. Some of the hotels are now actually building motels 
themselves, aren’t they ? 

Mr. Pacxarp. That is right. We have a great parking difficulty in 
our business. We have a number of hotels in Ohio where parking is 
a problem. We have found it essential to have parking facilities for 
our people. It is very advantageous to have some place on the edge 
of town where we can house them, if need be, and we are finding that 
quite true. There are a number of advantages. We must confess to 
motels for the motor traveler there are advantages. We think there 
are many more to the hotel business than there are to motels. They 
make a complementary feeder to each other in certain sections of the 
country, more so in the South and Southwest than in my country, the 
Middle West, because of the weather. 

Mr. Wipnatt. I think the greatest sales argument they have over 
hotels is the ability to park your car right where you are housed, 
and at no cost of transporting luggage from car to room. Doesn’t 
that affect your business ? 

Mr. Pacxarp. That is right. We must be frank about it, ladies and 
gentlemen. They have many advantages. If we were attempting to 
sell you gentlemen the hotel industry I would talk to you about the 
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fact that we have a man on duty 24 hours a day, and you have got an 
address, and you have got a telephone, etc. 

We are faced with the problem of a million motel rooms and 500,000 
potential units in these FHA properties. That is more competition 
than any industry can endure. 

Mr. Wiwnatt. Wherever I have stopped at a motel big trucks or 
railroad trains passed by all night. I think there would be a great 
field for motels that are built a block or two removed from main 
traffic. 

Mr. Pacxarp. Actually, that is the modern concept of construction, 
not only of motels, but of motor courts as well, to build them back as 
far as you can so that there is not only adequate parking space, but 
there is a certain quiet that we have never experienced before in the 
transient housing industry. 

Mrs. Grurrirus. Does plane travel cut into your business, the fact 
that people can go and return ? 

Mr. Packarp. Actually, no. I will grant, our surveys show that in 
plane travel, a man may make 3 towns where previously he only made 
2, but we have also discovered that a man flies into Washington, or 
into Columbus—I will cite that because Ohio is my home State—and 
he rents an automobile and proceeds to go to Mount Vernon, Spring- 
field and these other various towns, and as a consequence he makes 
many more stops than the did previously, because he uses the automo- 
bile and the plane saves him the time that he devotes to more custom- 
ers. And frequently, in this way, plane travel works out somewhat to 
our advantage. 

Mr. Murer. Mr. Betts? 

Mr. Berrs. I just wanted to remark, Mr. Packard, I think, as usual, 
you made a clear and understanding statement of the position of the 
hotel industry. I think that you agree that on your last appearance 
here, we were sympathetic to your position. 

Mr. Packarp. Very much so. 

Mr. Berrs. As you pointed out, especially with reference to the 
resort area, it is in line with the subject of your last remarks here. 

Mr. Packarp. That is right. 

Ladies and gentlemen, we are very much in accord with your think- 
ing. We are very appreciative of the fact that you have understood 
our problems, and it is a problem today, where normally we have a 
million rooms to take care of the transient public, but wake up in the 
span of a half a decade and discover that there not only are an addi- 
tional million rooms in motels and motor courts that are competition 
to us, and modern competition that we were unprepared through our 
own negligence to meet, perhaps, but then we discover also that 
the Government has financed an additional 500,000 units that are po- 
tentially competition to us. 

Mr. Berrs. I think you stated a fair position. I rather suspect that 
Members of Congress will look at it the same way we did last year. 

Mr. Packarp. We hope you will still understand this problem, Mr. 
Betts. 

Mr. Vantk. I want to preface my remark that I don’t think the 
Columbus hotels have been painted since we were there, a long time 
back. There are patches on the ceilings. 
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Mr. Packarp. As a matter of fact, if you are referring to the 
Deschler-Hilton in Columbus, I think they have spent vast sums re- 
decorating that property in the past 2 years. 

Mr. VaniK. | have this question: How many new hotel accommo- 
dations have been built or provided within the last year or so/ 

Mr. Packarp. Not too many. 

Mr. Vanik. Have you any estimate, outside of the new hotel going 
down at Houston and a few others we have read about? I don’t know 
of any new hotel construction that has really taken place in the 
country. 

Mr. Berts. The Statler in Washington. 

Mr. Packarp. You have the Statler in Hartford, a new Hilton go- 
ing up in Dallas and one in Los Angeles. 

Mr. Vanik. Nationwide, that is absolutely nothing, isn't it 

Mr. Packarp. With the declining occupancy in the hotel business, 
certainly under normal circumstances, I am sure the witness who sat 
here ahead of me, the mortgage banker, isn’t going to want to finance 
hotels in a declining market. Most of the construction that has been 
witnessed has occurred because of unusual circumstances in a_par- 
ticular community. 

Mr. Vanik. Thank you very much. 

Mr. Muurer. Thank you very much, Mr. Packard. 

The committee will stand in recess until 2 : 30. 

(Whereupon, at 12:40 p. m., the committee recessed to 2:30 p. m.) 


AFTER RECESS 

The committee reconvened at 2:30 p. m., the Honorable Abraham 
J. Multer, presiding. 

Present: Messrs. Multer, Brown, Patman, Rains, Mrs. Buchanan, 
Mrs. Sullivan, Mrs. Griffiths, Messrs. Vanik, Davidson, Wolcott, 
Talle, Kilburn, McDonough, and Hiestand. 

Mr. Mutrer. The hearing will please come to order. 

Mr. Fink, who is our first witness this afternoon ? 

Mr. Finn. Mr. Robert E. Scott, United States Chamber of Com- 
merce. ; 

Mr. Mutrer. Mr. Scott, will you come forward, please ? 


STATEMENT OF ROBERT E. SCOTT, ON BEHALF OF THE CHAMBER 
OF COMMERCE OF THE UNITED STATES 


Mr. Murer. Will you identify yourself for the record and then 
you may proceed. 

Mr. Scorr. Mr. Chairman and ladies and gentlemen of the commit- 
tee, I am Robert E. Scott, an Elizabeth, N. J., realtor, builder, mort- 
gage banker, and appraiser, appearing today for the Chamber of 
Commerce of the United States. 

The national chamber urges you to reject the public housing pro- 
visions of H. R. 5827. 

The 3,100 chambers of commerce and trade associations in our fed- 
‘eration have opposed subsidized Government housing, or public hous- 
ing, as it is frequently called, ever since the program was inaugu- 
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rated by the Federal Government. These members have said, among 
other things : 


The shelter requirements of needy families in housing of acceptable minimum 
standards should be taken care of by the State and local governments. 

Since World War II, more than 914 million privately financed 
dwelling units have been built and occupied. This means that 1 out 
of 5 families have moved into a new home. This means, also, that 
families have been moving into new homes at a rate of almost two 
families per minute. This new housing has been started at a rate of 
114 units per hour. It has been built in all price ranges, and con- 
struction continues at a high level. In no other place in the world has 
such a record been made. 

Advocates of a federally subsidized housing program, in the early 
years during a depression, argued for it as a means of halting a decline 
in employment. Later the program was advanced as a supplement to 
slum clearance and later, still, as a means of meeting housing short- 
ges engenered by war activity. Arguments more recently used have 
reverted to an alleged need for public housing in connection with slum 
clearance activities. 

The problem of slum clearance, however, is only a part of the much 
larger problem of the renewal of our cities. We need programs ini- 
tiated by the cities themselves, for the conservation and rehabilitation 
of the existing supply of housing as well as the continuance of a high 
level of new building. Through programs of conservation, houses 
now in good condition are prevented from becoming dilapidated: 
through programs of rehabilitation, the great bulk of substandard 
houses can be restored to reasonable standards of livability. 

The elimination of slums is a matter of: (1) Education in good 
housekeeping ; (2) encouragement of civic pride; (3) vigorous enforce- 
ment of housing and sanitary codes that will take the profit out of slum 
housing; and (4) encouragement of production of additional private 
housing through standardization of building codes, more redevelop- 
ment aids, liberal financing and equitable Federal and local-tax treat- 
ment. 

Some 237 cities have already embarked on a rehabilitation program 
that will restore thousands of substandard dwellings to fitness and full 
usefulness without cost to the taxpayers. This rebirth of our cities 
is a vibrant, positive answer to the slum problem. Public housing is 
not the answer to slum clearance ; by segregating and institutionalizing 
a portion of our citizens we are creating the slums of tomorrow. 

The serious housing shortages, which heretofore have stood in the 
way of relocation of families living in houses not susceptible of re- 
habilitation to minimum standards, have largely disappeared. The 
increasing flexibility in the housing supply permits going forward 
vigorously with local rehabilitation programs and of programs for 
clearing and rebuilding blighted areas. 

Rehabilitation can be accomplished through rigorous enforcement 
of local sanitary and housing ordinances to insure that existing hous- 
ing will meet acceptable minimum standards of health and decency. 
Many cities over this country, as previously stated. are actively going 
forward with such programs, notable examples being Milwaukee and 
Baltimore. 


63137—55——30 











458 HOUSING AMENDMENTS OF 1955 


The problem of hoplessly blighted areas should be dealt with under 
urban redevelopment laws enacted by States to empower cities to as- 
semble and clear blighted areas and to encourage their rebuilding by 
private initiative and private investment. 

Such programs of rebuilding and rehabilitation are necessarily time- 
consuming and are inherently a continuing community responsibility 
in our dynamic society. 

H. R. 5827, besides extending existing contractual authorization, 
would provide for 35,000 public (tax financed) housing units in each 
of the next 2 years. How was the figure derived? Why not one-half 
that number, or twice as many, or 10 times as many ? 

The number of public housing units which will be built is not the 
only issue. Any precise figure does not answer the fundamental 
question: In what sense is it the responsibility of the National Govern- 
ment (the taxpayer) to provide housing for certain citizens? Every 
million dollars of tax money taken from the people for public housing 
must make it a little harder for some lower, or moderate income 
people to build their own homes. 

If the concept of public housing grows and grows, it may become 
an accepted way of life. It could induce more and more people to 
look to the Federal Government for all or part of the cost of their 
housing. It inevitably will reduce the incentive for some of our 
citizens to try to build their own homes. Throughout history, the 
effort to better one’s position has been the great incentive which has 
helped raise our production and our income. 

Why taxpayers generally should subsidize the building of new 
homes for certain families, when often such taxpayers cannot afford to 
build new homes of similar quality for themselves, should be 
questioned. 

Public housing projects are not permitted to pay the local com- 
munity, in lieu of taxes, any more than 10 percent of the shelter rent. 
Shelter rent is gross rent less utility costs—usually about $32 per 
month or roughly $370 per year. So that the most a project can 
pay, in lieu of taxes, is $37 a year. Privately owned apartments are 
forced to pay anywhere from $200 to $400 per year in local taxes; 
the difference, an average of better than $250 per unit per year is 
what the local taxpayers must make up for 40 long years. That means 
that it would cost the local taxpayers $10,000 for every PHA unit in 
a city if the local housing authority paid 10 percent in lieu of taxes. 
But lots of the projects do not pay 10 percent in lieu of taxes. The 
irony of the situation is that so many of the taxpayers saddled with 
the burden of meeting this obligation earn far less than the housing 
authority tenants they are subsidizing. 

When Government enters a relief field, it has generally been assumed 
that all persons within the relief category should be equally eligible. 
But in the very nature of public housing, one public housing installa- 
tion will be located here, another one there, while vast numbers of 
other families in a similar financial category will receive no such 
subsidy, just because they happen to live in a village, town, city, or 
county where no public housing project happens to be launched. This 
is discrimination. 

In the interest of nondiscrimination and equality before the law, no 
Government relief program should be launched unless all individuals 
or families in that relief category have equal access to the subsidy. 
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Furthermore, these public housing projects are creating social prob- 
lems. Children in the same general neighborhood are made to fall 
into two classes. One group comes from self-supporting families, and 
the other group gets taxpayer subsidized housing. This establishes 
community conflicts, class distinction and can lead to endless friction. 

Every dollar of tax money taken from the nonsubsidized tenant and 

roperty owner in support of subsidized housing is a deterrent to 
loubotabedain the bulwark of our Nation’s economy. 

It is also a further step in the direction of destruction of the prop- 
erty rights which constitute one of the foundations of our freedoms. 
Throughout history the effort to better on’s position has been the 
great incentive which has raised our production, our income, and our 
standard of living—the envy of the entire world. The philosophy 
of forcing taxpayers who live in $7,000 units to pay for the cost of 
building and operating $15,000 units for tenants who make, in many 
cases, more money than the taxpayers, is un-American and 
confiscatory. 

The Chamber of Commerce of the United States believes that the 
private ownership of housing is a basic principle in our economy and 
that there should be no further Federal appropriations or participa- 
tion in the financing of public subsidized housing. Shelter require- 
ments of needy families in housing of acceptable minimum standards 
should be the responsibility of the State and local governments. 

Urban renewal laws should be enacted by States to empower cities 
to take measures to stop the spread of blight and to encourage rehabili- 
tation, and where necessary to assemble and clear areas for rebuild- 
ing by private initiative and private investment. Cities should pre- 
pare comprehensive plans as a basis for these activities, and should 
vigorously enforce local sanitary and housing ordinances. 

On behalf of the United States Chamber of Commerce, I desire 
to thank you for the opportunity of presenting our views, on the 
public housing aspects of this bill, and I sincerely hope that you will 
recommend the immediate liquidation of this program. Thank you. 

Mr. Mutter. Mrs. Griffiths ? 

Mrs. GrirFirus. I would like te ask you if you know how much 
money the public housing pays into the treasury of the city or that 
goes back to the city in which it is located ? 

Mr. Scorr. Of course, it varies in the local communities. As I said 
in my testimony, there are only ssc by law to pay 10 percent 
of the shelter rent, and since the shelter rent runs around $32 a month, 
the average rental in New Jersey is $40, less the utility costs, which are 
about $8, brings it down to about $32. 

They can only pay about $3.20 per month per unit. Now, the taxes 
on privately 

Mr. Mutrer. Will you stop there a moment? In your statement 
you said $37 per year per project. You didn’t mean per project. You 
meant per unit. 

Mr.Scorr. Per unit. Iam sorry, sir. 

Privately owned apartment houses have to pay somewhere between 
$200 and $400. It depends on the assessments and rates in the various 
municipalities, so the difference is roughly $250 per month that must 
be made up by the taxpayers. 

Mrs. Grirrirus. Do the taxpayers in the local city pay actually a 
sum of money into the local treasury that is made up ? 
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Mr. Scorr. It is not specifically earmarked. The taxes a taxpayer 
pays are derived by determining the total cost of government and di- 
viding that by the amount of rentables, and that gives you your tax 
rate. 

Mrs. Grirrirus. Your statement isn’t really what it appears to be 
on the surface at all; is that right? Nobody is paying out any sum of 
money because you have public housing, are they ¢ 

Mr. Scorr. ‘lhey very definitely are. 

Mrs. Grirrirus. What are they paying? 

Mr. Scorr. They are paying the difference between what the project 
would pay if privately owned and assessed as a privately owned 
project. 4 

Mrs. Grirrirns. That is a difference between what the project pays 
and what the slum housing that it replaced pays. Do you know what 
that difference is? 

Mr. Scorr. I would like to correct a misunderstanding about public 
housing in at least New Jersey and from my experience with projects 
in the other States. Itisnotaslum clearance program. They haven’t 
replaced units that were paying taxes. The projects have been built 
principally on vacant land in New Jersey; more than 80 percent of all 
projects. 

Mrs. Grirrirus. What is the difference between what it did pay and 
what it pays now 4 

Mr. Scorr. The taxes paid before were taxes simply on vacant land, 
so obviously the taxes or the payment in lieu of taxes today in some 
cases is higher than what was paid before in taxes on vacant land. 

Mrs. Grirrirus. How much higher ? 

Mr. Scorr. They might be 5 or 10 or 20 percent higher, but it is not 
comparable. 

Mrs. Grirrirus. Have you ever seen the study made of all public 
housing which shows that the land, with the housing, pays five times 
the amount into the treasury of the city that the land, either without 
housing or with slum housing, paid before ? 

Mr. Scorr. I haven’t seen those figures. They certainly wouldn’t 
be true in New Jersey, because in New Jersey, more than 80 percent of 
the projects were built on vacant land and it is obvious that the pay- 
ment in leu of taxes now would be greater in many cases than what 
was paid in taxes on purely vacant land. Vacant land is traditionally 
assessed at a low figure. Normally assessed at a lower ratio than the 
assessment against improved property so that the taxes coming from 
vacant land are usually very low. 

Mrs. Grirrirus. You are simply assuming for your purposes that 
the land would have been built up by private housing, although it had 
existed there from time immemorial and never had been built up by 
private housing. 

Mr. Scorr. That is not quite true. 

Mrs. Grirrirus. Had it had housing on it before ? 

Mr. Scorr. Asa matter of fact 

Mrs. Grirrirus. Will you please answer? Had it had housing on 
it before ? 

Mr. Scorr. I don’t quite understand your question. Eighty percent 
of the projects in New Jersey that were built on vacant land—— 

Mrs. Grirritus. Had it always been vacant ? 
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Mr. Scorr. Yes; I would say most of it. 

Mrs. Grirritus. Ever since New Jersey was a State / 

Mr. Scorr. That is true. We have a lot of vacant land that had not 
‘been built on before, but much of that land was highly suitable to the 
building of privately owned and privately financed projects. Those 
were taken off the market. 

Mrs. Grirrirus. They had had a long time to build, hadn't they / 

Mr. Scorr. Of course, we can’t build on every vacant lot at once. 

Mrs. Grirrirus. So it is a matter of which way you look at it. Pub- 
lic housing has paid into the treasury of every city a sum larger than 
the land and which existed before the public housing was put there had 
paid; in practically every instance that is true; is it not? 

Mr. Scorr. No; it is not. 

Mrs. Grirrirus. Name the instances. 

Mr. Scorr. There are many instances in New Jersey where they 
have paid nothing. They are not required by law to pay anything 
in lieu of taxes. 

Mrs. Grirrirus. Will you supply those taxes that have paid / 

Mr. Scorr. In Elizabeth, my own city, for the first 3 years they 
paid nothing. 

Mrs. Grirritus. They are paying now ’ 

Mr. Scorr. They are paying less than 10 percent now, between 7 and 
S percent, 

Mrs. Grirrirus. But they are paying and they are paying more 
than the land paid before ? 

Mr. Scorr. No; they are not. 

Mrs. Grirrirus. Will you give us, then, the figures for the record 
so that we know how much less they paid ? 

Mr. Scorr. I can’t give you the exact amount but Cadillac Manor 
in Elizabeth, a 405-unit project, pays less than was paid there before 
on the vacant land, in lieu of taxes. 

Mrs. Grirritnus. Pays less? 

Mr. Scorr. Yes. 

Mrs. Grirritus. Would you give us the exact figures / 

Mr. Scorr. Excuse me, Pioneer Homes it is. 

Mrs. Grirritis. Could you give us the exact figure / 

Mr. Scorr. No, I could send them to you. 

Mrs. GrirrirHs. Yes. Supply them for the record so we know 
whether it actually pays less than it did. 

(The information is as follows :) 

CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington 6, D. C., June 10, 1955. 
Hon. BRENT SPENCE, 


United States House of Representatives, 
Washington, 25, D.C. 

DEAR CONGRESSMAN SPENCE: In connection with the chamber’s testimony before 
your committee on June 8, we were asked to supply the committee the following 
information: 

I. A list of the organization members of the Chamber of Commerce of the 
United States—both our chamber of commerce members and our trade and 
professional association members. 

There are 3,148 such organization members. A list is enclosed. 

II. The latest figures on the number of slum dwellings in the country and in 
Elizabeth, N. J. 
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There are no figures on slum dwellings, as such, but we do have census figures 
on the number of dilapidated dwelling units as shown in the 1950 census of hous- 
ing. The figures for the United States and Elizabeth, N. J., are as follows: 








| | 
United | Elizabeth, 
| States | N.J. 





With private toilet and bath, and hot running water ---_.-.-....---.------- “a 626, 997 463 
Lacking hot water, private toilet, or bath 2 “ . 3, 712, 476 | 745 





Total 4, 339, 473 , 208 





The Bureau of the Census reported a dwelling unit as dilapidated if: 

1. It had one or more critical deficiencies, as for example— 

(a) Holes, open cracks, rotted, loose, or missing materials over a con- 
siderable area of the foundation, outside walls, roof, or inside walls, floors, 
or ceilings. 

(b) Substantial sagging of floors, walls, or roof. 

(c) Extensive damage by storm, flood, or fire; 

or 

2. It had a combination of minor deficiencies which were present in sufficient 
number and extent to give evidence that the unit did not provide adequate 
shelter or protection against the elements or was physically unsafe. Examples 
of these deficiencies are— 

(a) Holes, open cracks, rotted, loose, or missing materials over a small 
area. 

(b) Shaky or unsafe porch, steps, or railing. 

(c) Broken or missing windowpanes. 

(d@) Rotted or loose window frames which are no longer rainproof or 
windproof. 

(e) Damaged, unsafe, or makeshift chimney. 

(f) Broken, loose, or missing inside stair treads or risers, balusters, or 
railing. 

(g) Deep wear on doorsills, doorframes, outside or inside steps, or floors; 

or 

8. It was of inadequate original construction. Examples of inadequate origi- 
nal construction are— 

(a) Makeshift walls. 

(b) Lack of foundation. 

(c) Dirt floors. 

(d@) Inadequately converted cellars, garages, barns, and similar places. 

III. Has the United States Chamber of Commerce ever appeared before the 
Postal Committee of the House and asked that mail pay its way? 

The chamber of commerce has never appeared before the House Post Office 
Committee and asked that mail pay its way. However, in July 1953 when the 
Postmaster General’s proposals for postal rate increases were before the House 
committee, the chamber’s executive committee informed the House committee 
by letter that it favored the administration’s objective of reducing the postal 
deficit by effecting economies and by increasing postal rates as recommended 
by the Postmaster General. The executive committee further noted that certain 
studies were being undertaken by congressional committees and expressed the 
view that if the results of these studies disclosed inequities in the rates proposed 
by the Postmaster General, such rates should be adjusted accordingly. 

IV. Would you be opposed to our subsidizing third-class mail? 

At the moment, the chamber has no position with respect to the subsidization 
of third-class mail. Its transportation and communication department com- 
mittee, through a specially organized subcommittee on postal rates, is now 
studying the entire question of postal ratemaking. 

Mr. Robert Scott, of Elizabeth, N. J., who was the chamber’s witness before 
your committee, is sending additional information which the members of your 
committee requested. 

Sincerely, 


F. Stuart FirzpaTricx. 
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Mrs. Grirrirus. I would like to say there is one statment you made 
with which I certainly agree, I agree with quite a lot, that you said, 
but I agree with the fact that public housing as it has existed has a 
great tendency to be sort of a slum transferral, moving slums from 
one place to another. ; 

Now, for the purposes of this question, I will assume that you are 
opposed to public housing; even if you are so opposed, would you sug- 
gest that it would be better that these houses be individual houses and 
that they be put in nonsegregated communities for social purposes, in 
your judgment? Is that a better way to do it? 

Mr. Scorr. Not speaking for the chamber of commerce, but as a 
builder and realtor and mortgage banker, I would rather see the sub- 
sidy given to the needy person, rather than to the property, as we did 
in the depression days, for example, when there was rental relief. The 
local communities gave a rent chit and they subsidized a part of the 
rental so that the unemployed family was permitted to remain in many 
cases in the same housing that they had lived in before they were un- 
employed. 

That has many benefits, because, for one thing, there is less stigma 
attached to it, there is no segregation and the setting up of what J 
conceive to be the slums of tomorrow, but we also have a means of 
cutting it off when there is no longer any need, which is not true in the 
case of public housing. 

There are many instances where public housing was built where 
there may or may not have been a need at the time, but there certainly 
is no need today, but the projects are still there. 

Mrs. GrirrirHs. Do you mean that if a person were unemployed, 
that you would think it would be better for the Federal Government 
to step in and pay the rent ? 

Mr. Scorr. No; I don’t think it is the responsibility of the Federal 
Government. I think it is the responsibility of the local communities 
and of the States, if there be need for contribution toward the shelter 
of that family. It should be to the family and not the creation of 
huge projects that will become a burden to the community for 40 or 
more years. 

Mrs. Grirrirus. I think that is all. 

Mr. Murer. Mr. Patman? 

Mr. Parman. Mr. Scott, you appear for the Chamber of Commerce 
of the United States, I believe ? 

Mr. Scorr. That is right, sir. 

Mr. Parman. I notice from your statement there are 3,100 chamber 
of commerce members. How many trade association members do 
you have? 

Mr. Scorr. I would prefer to have Mr. Fitzpatrick answer that, if 
I may, sir, because he is the manager of the construction and civic 
development department of the United States Chamber of Commerce. 

Mr. Frrzpatrick. About 600 trade associations in the 3,100 members. 

Mr. Parman. Do you have a list of them available? 

Mr. Frrzparricx. We have. 

Mr. Parman. Would you mail the chairman of this committee one 
for me? We don’t have to put it in the record. 

Mr. Frrzparrick. I would be very glad to do it. 

Mr. Parman. The names of the cities are pretty well known. 
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What has bothered me over the years, Mr. Scott, about the United 
States Chamber of Commerce, I recognize it is a very powerful organ- 
ization and it has very fine leaders and very brilliant people wor king 
for it. In fact, they get the top people around here to work for them. 
I recognize their ability and their effectiveness, but I have wondered 
about this 3,100 chambers of commerce as to whether or not they really 
represent the little fellows. 

It seems to me like they always take the side of the big man against 
the little man where there is a conflict of interests. What do you say 
about that? 

Mr. Scorr. I can’t speak for the United States Chamber of Com- 
merce, but I can tell you of my own experience. I have served on the 
legislative committee of the Eastern Union County, N. J., chamber 
of commerce and also on the legislative committee of the New Jersey 
State chamber of commerce, and we have alw: ays been very sensitive 
to the requirements and the needs and demands of the little fellow. 

Mr. Parman. I am talking about the United States Chamber of 
Commerce. 

Mr. Scorr. I would prefer to have Mr. Fitzpatrick answer that. 
I think he is better qualified. 

Mr. Parman. I wish you would. 

Mr. Firzparrick. I don’t know how I can answer that, Mr. Con- 
gressman, to suit you. The chambers of commerce are composed of 
small-business men as well as large-business men, all kinds. Our 
chamber of commerce membership extends into communities of all 
sizes. I think it is a typical cross section of American business. Cer- 
tainly the small-business man is well repreented in our chamber of 
commerce memberhips. 

Mr. Parman. I know that you believe that way, and I don’t doubt 
but what you would like to see it carried through that way, but these 
big organizations like your own, I have noticed over the years that 
the people representing big business can take time out to serve on com- 
mittees and usually they are representing corporations or businesses 
where even their salaries go on, of course, and their expenses, and 
everything. It is so much easier for them to serve than it is the little 
inan. The little man doesn’t have anybody to step in his shoes and 
do his work for him while he is away. Consequently, it is just a 
natural thing. 

I am not condemning your organization for it. At the same time I 
think it represents a real problem because before you know it the 
fellow representing big business is in the bottleneck position of your 
organization. They are chairman of your different committees. They 
are always there. They can get things done, and the little fellows are 
just in and out. 

Do you see any real problem there / 

Mr. Frrzparricx. I think there is a problem there. We have at- 
tempted to solve that in the chamber. Many members of our board 
of directors are small-business men. The present president of the 
chamber, Mr. Campbell, of Mississippi, is a small-business man. 

Mr. Parman. I have often thought maybe they did that by design, 
to put a little man out front and a big man torun him. 

Mr. Frrzearrick. No. Mr, Campbell has worked up in the cham- 
ber. He has been a member of our board. He became known as a 
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member of the board and became active in the board. He simply 
worked up and was recognized and made president. 

Mr. Parman. I think the American Bankers Association is par- 
ticularly vulnerable to that charge, that they pick out some country 
banker which many believe, to front for them, and sometimes, at 
least 1 time we had 1 here who was chairman of a committee, and 
I asked him how many were on the committee, and he asked the fellow 
next to him, like you sitting down there with this gentleman, and 
he told him, and I said “W ell, when did you have a “meeting ?” and 
he told me they had the meeting, and I asked him who else was on 
" committee besides him, and he couldn’t name a single one. 

Evidently it had been handed to him, : and he read it. 

I think there is a lot of that going on in the organizations. 

I would like to know if you have ever known a titne where there 
was a conflict of interest between big business and little business on a 
question coming before your organization where your organization 
ever took the side of little business? Just name me one instance. 

Mr. Firzparrick. Well, I don’t think we make any distinction, Mr. 
Congressman, between big and little business. As matters come up 
they : are considered by our committees, recommendations are made for 
policy statements. They go to the policy committee, they are con- 
sidered by the policy committee, and they in turn recommend to the 
chamber’s annual meeting what policies they think should be adopted. 
They are debated there : and : approved. 

During that whole process there is no distinction between big and 
little business, and the men that are on the committees represent both. 

Mr. Patman. There are lots of cases where little business is affected 
as against big business. I have never known of an instance where 
the Chamber of Commerce of the United States ever took the side of 
little business when there was a conflict of interest. 

I would like to know of one instance, and if you will just ask your 
members—there are 5.100 chambers of commerce—if they ever knew 
of the United States Challies of Commerce in an open fight where 
they had to take sides in a conflict between big and little business, 
where they ever at one time took the side of little business. I would 
like to know one instance. 

And as between management and labor, of course, sometimes man- 
agement is right, sometimes labor is right. Sometimes even one is 
wrong, but I have never known them to take the side of labor. They 
always take the side of management. 

I don’t know anything about the merits of it, and I am in no posi- 
tion to criticize them in any particular manner. It always seems to 
me that in case of a conflict, like the question of taxes, where it would 
be a question of leaving the tax here, putting a sales tax on the poor, 
and the United States Chamber of Commerce invariably comes out 
with a sales tax, and you take on the low income tax the same way, 
and on a bank holding company bill, that is a case where the little 
bankers are fighting for survival. It looked to me like if you have 
as many small fellows as you have in your organization—and I know 
that you have—I can’t understand why in the world you take sides 
against them, but you took the side against the little fellows in that 

ase. 

Here a while back I was told that there would be an issue in the 
United States Chamber of Commerce to be decided by your organi- 
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zation as to which side they would take on the railroads and truck 
lines, and I just suggested to a friend of mine, I said, “Well, of course, 
we know in advance which side they will take. They will take the 
side of the big ones, the railroads.” And you did take that side, 
didn’t you? 

Mr. Frrzparricx. You mean at our recent annual meeting? 

Mr. Parman. That is right. 

Mr. Firzparrick. If you want to say so. 

Mr. Parman. I would like to know if there was ever a time between 
big and little business where you have ever taken the side of the little 
man. If you know of an instance like that, if you would let me know 
I would appreciate it. 

Mr. Frrzparrick. All right, Mr. Congressman. 

Mr. Parman. That isall. 

Mr. Mutrer. Mr. McDonough ? 

Mr. McDonovuen. Mr. Scott, in your study of public housing do you 
have any figures to show whether the incident of juvenile delinquency 
was increased or decreased as a result of public housing? I am 
thinking of a survey in my particular community in Los Angeles 
where a study was made and the incidents of delinquency increased 
as a result. 

Mr. Scorr. I was very much impressed by a speech that was made 
by Federal Judge Alfred Modarelli about 2 years ago, in 1953, at the 
Hotel Plaza in Jersey City, when I happened to be preennt He de- 
scribed—incidentally, Federal J udge Modarelli has been a great de- 
fender and champion of Federal housing over the years, and he 
described the result of a tour that he made throughout the United 
States. He visited many, many States, and talked to chiefs of police, 
and he said that it was the se He discovery that public housing had 
not only failed to combat crime and juvenile delinquency, but actually 
had contributed to it, that all of the police chiefs that he had talked 
to—and there were many, many of them—had said it had created one 
of the greatest problems they had been forced to face—the fact that 
crime and juvenile delinquency had increased. 

I have a number of newspaper clippings here taken from papers 
throughout New Jersey in which they deplore the incidence of crime 
and juvenile delinquency resulting from public housing. 

Mr. Mctrer. Do any of those reports or surveys say it resulted from 
public housing ? 

Mr. McDonovueu. The one from Los Angeles does. 

Mr. Mutrer. I would like to see it, Mr. McDonough. It has never 
been made available to this committee. 

Mr. McDonovueu. It is in the Congressional Record, page A3688 
of June 9, 1952, Mr. Multer, and the study was made in two instances 
where public housing exists, and where public housing does not exist 
in a so-called slum area. The incidence of juvenile delinquency 
seemed to increase where public housing existed because in that in- 
stance you concentrated and brought together in close contact with 
each other more of the elements that brought about crime than you 
did in the slum area where they lived in less close contact with each 
other. 

Mr. Mutter. I would like some time to see a single police chief’s 
official report or survey indicating any substantiation of the statement 
that either of you have made today. 
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Mr. McDonoveu. Here is an official report of the city chief of police 
of the city of Los Angeles. 
(The report referred to is as follows :) 


REPORT TO SAMUEL LEASK, JR., LoS ANGELES Ciry ADMINISTRATOR, ON THE 
INCREASE IN CRIME IN PUBLIC HOUSING IN THE City OF Los ANGELES 


By Los Angeles Chief of Police W. H. Parker from page A3688, Congressional 
Record, June 6, 1952 


Public housing breeds crime and other social evils: Chief of Police W. H. 
Parker wrote to Samuel Leask, Jr., city administrative officer : 

“A high percent of delinquents in this area reside in public-housing projects. 
It is estimated by the division that 40 percent of the total juvenile investigation 
time in Hollenbeck division is spent in public-housing projects. By contrast, the 
Wyvernwood private-housing project shows no arrestees residing in the project, 
and the slum area known as The Flats also reflects a lower number of resident 
delinquents.” 


Calls per police car are higher from public-housing projects, the chief said. 

Police calls per 1,000 population for November 1951, were as follows: Private- 
housing project (Wyvernwood), 0.8; temporary housing, 6.75; Flats (slum 
area), 7.0; public-housing project, 13.75. 

We find permanent public housing projects reflecting almost twice as much 
crime as an adjoining slum area, and 16 times more than Wyvernwood, an ad- 
joining private housing project. 

Mr. Mutter. I know in the city of New York and in Chicago you 
certainly cannot justify any such statement. 

Mr. Scorr. Mr. Congressman, on November 17, 1952, the New York 
Herald Tribune, which I think has been, if anything, a newspaper 
which has leaned in the direction of public housing—has frequently 
defended public housing—had an article, Teen-Ager Vandals Wreck- 
ing City’s Model Housing Projects. 

Mr. Mutter. Were those kids living in the modern housing project 
when they vandalized it, or did they come from the outside? 

Mr. Scorr. They were living in the project. 

Mr. Mutter. That report says so? 

Mr. Scorr. This is the article. 

Mr. Mutter. I would like to see it. 

Mr. Scorr. Here is one from the Newark News. 

Mr. Moutrer. What isthe date of the article ? 

Mr. Scorr. November 17, 1952: New York Herald-Tribune, “Teen 
Ager Vandals Wrecking City’s Model Housing Projects.” 

Mr. Mouurer. Are you submitting that article for the record? 

Mr. Scorr. I would like to. 

(The information referred to is as follows :) 


ExHisit 8-B 


[New York Herald Tribune, Sunday, June 5, 1955] 
POLICEMAN ATTACKED WHILE CURBING BRONx TEEN Mops 


A mob of teenagers assembled outside a recreation center in the Bronx early 
yesterday morning after a dance and attacked a housing authority policeman who 
attempted to disperse them, then fled when three police radio cars drove up. 

The melee took place in the 42d precinct, where saturation-type coverage by 
juvenile aid bureau policemen and women were begun on Thursday to combat 
juvenile delinquency. 

3 GIRLS AND YOUTH HELD 


Four of the youngsters were arrested, including & pair of 18-year-old twin sis- 
ters and a 15-year-old girl whose name was withheld because she is under 16. 
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The policeman, Sinclair Clarke, 29, said he saw about 150 “unruly” teenagers 
assembling outside the center of the Melrose Houses, a housing project, at 154th 
Street and Morris Avenue at 12:45 a.m. One of them hit him under the right 
eye with a pop bottle, he said, leaving a 2-inch gash. 

The youth who hit the officer escaped. The twin sisters were identified by police 
as Genora and Deborah Gorham, of 219 East 97th Street. The fourth teenager 
arrested was William Johnson, 17, of 414 Morris Avenue, the Bronx. 





GANG FIGHT BREWING 


Mr. Clarke expressed belief that a gang fight was being worked up when he 
approached. He said he thought the gangs involved were the Comets and the 
Fordham Daggers. Some of the most vicious teen-gangs are active in the area. 

Police reported that they broke up a similar gathering of about 60 youngsters 
at 2:30 a. m. outside the Patterson Houses, 142d street and Morris Avenue. A 
dance had been held in a recreation center there also. 


EXHIBIT 1 
[Elizabeth Daily Journal, October 12, 1953] 
CARDPLAYERS FINED IN MANOR GAME 


Two youths arrested in a police raid on a card game Sunday afternoon in the 
courtyard of Mravlag Manor were fined $10 each yesterday by Magistrate John 
L. McGuire. 

William Schloz, Jr., 19 years old, of 406 Marshall Street and Jerome Pastorino, 
18, of 37-A Mravlag Manor, entered guilty pleas. Richard Szewezyk, 18, of 668 
Clarkson Avenue, who was arrested with them, has been released to United 
States Navy authorities, the magistrate was told. 

Radio Patrolmen Frederick Schlauch told Magistrate McGuire the card game 
was being watched by approximately 200 small children. He said daylight card 
games have been held in the courtyard on several weekends. 


[Elizabeth Daily Journal, October 9, 1951] 
HEARING IN ASSAULT CASE DEFERRED TILL OCTOBER 18 


Magistrate John L. McGuire yesterday postponed until October 18 hearing 
of an atrocious assault complaint against Ella Mae Giesendaner, 25 years old, 
of 17-E Pioneer Homes, to allow William J. Fagan, defense attorney, time to 
prepare his case. 

Miss Ruth Turner, of 74 Bond Street, charged the defendent hit her over the 
head with a piece of pipe, Thursday at 429 Elizabeth Avenue. The Pioneer Home 
resident was paroled in custody of her attorney. 





ExnHrpiT 2 


{Elizabeth Daily Journal, August 10, 1951] 
SWINDLE Suspect CAUGHT MEETING WIFE IN PARK 


Tip leads detectives to Matthew Borek, 38, accused of victimizing 11 persons— 
police say he admits $765 frauds. 

Matthew Borek, a 38-year-old ex-convict, of 5-A Pioneer Homes, widely sought 
on swindle charges, was apprehended by police last night as he kept a rendezvous 
with his family in Jackson Park, Detective Lt. Hugh P. Martin announced 
today. Borek, identified by police as the fast-talking confidence man who 
fleeced victims on promises of cut-rate television sets and other appliances, will 
be arraigned Monday in municipal court on charges of obtaining money under 
false pretenses, Lieutenant Martin said. He will be questioned further over the 
week end. 

Lieutenant Martin said that the Pioneer Homes man admitted 11 frauds which 
netted him $765.50 in the past 2 months. His last swindle, according to the 
lieutenant, took place a few hours before he was arrested. Borek obtained 
$12.50 from a Linden resident in a Route 25 diner as down payment for a TV 
set, police said. 
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Lieutenant Martin and Detective Ernest Keck closed in on the accused man 
at 9 p. m., shortly after he met his wife and five children in the Court Street 
park. The police said Mrs. Borek had just brought fresh clothing to her hus- 
band, who had been living in a South Broad Street rooming house and two 
Newark hotels since the start of the intensive search for him. 


TRAILED TO RENDEZVOUS 


Police were tipped off to the planned meeting in the park yesterday afternoon, 
and picked up Borek’s trail at 8 o’clock at Elizabeth Avenue and Third Street. 
Thinking he might seek out another “customer” before meeting Mrs. Borek, the 
two detectives followed. They said he led them to the park, where he sat down 
on a bench and awaited the arrival of his wife. 

Mrs. Borek and the five children returned home following the arrest, and 
police said they expect no charges will be placed against the wife. 

Lieutenant Martin said that Borek served a term in State prison for embezzle- 
ment, and has been on probation since 1946. The lieutenant made the arrest 
that led to Borek’s conviction. 


VICTIMS LISTED 


According to police, the Pioneer Homes resident admitted a series of swindles 
dating back to May 16. They listed the dates, victims and amounts as: May 16, 
Walter Gurval of 85 Bond Street, $24, and Roy Hoffman, of 236 Second Street, 
$27; May 21, Antonio Costa, of 109 Pine Street, $130, and Chester Marx of 49-E 
Pioneer Homes, $132; July 15, Mrs. Annette Sidell, of 127 Cherry Street, etc., etc. 





EXHIBIT 3 


{ Headlines, February 16, 1953] 
A JUDGE SPEAKS OUT 


Socialized housing took a devastating blow recently when Judge Roy F. Camp- 
bell, of the S8Oth District Court in Texas, advised a litigant in a case involving 
custody of a child that the San Felipe Courts government housing project in 
Houston is “not a proper place to rear a child.” 

The judge, as he pointed out, is not an opponent to the principles of public 
housing. He is simply impressed with the extensive record of crime, delinquency, 
vagrancy, and moral turpitude which has emanated from this particular example 
of the socialist experiment in housing. 

Called on to withdraw his comment or face the wrath of Washington, Judge 
Campbell cited details from records of the police department, crime prevention 
bureau, probation department, sheriff’s department, and the morals division of 
the police department to show that a shocking situation exists. 

“So far as I am concerned,” he said, “the remark was true, and I neither 
apologize nor retract it * * * I have no fear of Washington.” 


EXxHIsiT 4 


{Elizabeth Daily Journal, July 18, 1952] 
ELIZABETH SAILOR HELD IN NEW YORK KNIFE DEATH 


Frank Seila, 9-H Pioneer Homes, Faces Homicide Charge in Stabbing of Man 
in Dispute—Listed as AWOL From Navy. 

Frank Alfred Seila, 26-year old AWOL sailor, of 9-H Pioneer Homes, was 
to be arraigned in Felony Court, Manhattan, today on a homicide charge in con- 
nection with the fatal knifing of a man last night. 

Seila, who served in the Navy for 4 years ending in 1947, then reenlisted in 
1951, has been listed as absent without leave since June 17 from the Navy’s de- 
stroyer-tender Markab, now at Brooklyn Navy Yard. 

According to New York police, he met LeRoy Blanchard, 39 years old, Wednes- 
day in a Manhattan bar, and later went with Blanchard to the latter’s one-room 
apartment in Riverside Drive, near 95th Street. 
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“HE DID IT” 


At 7:10 p. m. Blanchard staggered out of the room into the hallway, his face 
and body slashed. He was found by Patrolman Robert Lee, who quoted the vic- 
tim as saying: 

“The man who did it is in my apartment. Frankie stabbed me—Frankie 
stabbed me.” 

Police said the seaman then admitted stabbing Blanchard with an 8-inch bread- 
knife. They said that an argument had started when Blanchard returned to find 
that money he had given the sailor for purchase of food had been spent in bars. 

Blanchard died an hour after the stabbing. Seila’s arraignment in New York 
this morning was to be on an affidavit by Patrolman Lee. Patrolman Lee has 
quoted Seila as admitting the slashing and saying “I wish I killed myself, too.” 

Seila is the husband of Mrs. Elizabeth Seila and the son of Mrs. Joseph Hug- 
gard, of 535 South Broad Street. He is the father of a boy about 4 years old. 


APARTMENT UNOCCUPIED 


The seaman’s wife has not been in the 9-H Pioneer Homes apartment for some 
weeks, and officials in the public housing development have attempted to contact 
her in Brooklyn to demand vacation of the premises. Several letters to a Brook- 
lyn address have been unanswered. 

Seila was a native of Lehighton, Pa. His initial enlistment term in the Navy, 
included service aboard the U.S. S. Wisconsin. 

Several times in the period after his first enlistment, ending in 1947, he was in 
police court here and in Brooklyn, mostly in marital troubles, but charges were 
dropped. He and his wife lived for a time in a furnished apartment at 6438 
Elizabeth Avenue. 

For nearly 2 years, prior to reenlisting in 1951, Seila was employed at Alban’s 
Bar & Restaurant Supply Co., 631 Elizabeth Avenue. Former associates there 
recall him as a young man of remarkable memory and intelligence. 


ExnIsit 5 
[Newark News, October 22, 1953] 


TENANTS’ LoyaLtty CAsE up To CourT—Hovusina AUTHORITY BAN 
AWAITS DECISION 


Newark Housing Authority's effort to rid itself of tenants who have refused 
to sign loyalty pledges now awaits a decision by Superior Court Judge Freund. 

Louis Danzig, executive director of the authority, announced yesterday that 
the final brief in the case has been filed by Augustine J. Kelly, counsel for the 
authority. The brief of Emil Oxfeld, attorney for the tenants, has been filed 
earlier. The case is to be decided on the basis of the written pleadings. 

The authority eviction proceedings are against James Kutcher, legless veteran 
of World War IT, and Harry L. Lawrence, another veteran, both of whom refused 
to sign statements affirming that they do not belong to any organization listed 
as subversive by the United States Attorney General. Such statements are re- 
quired from all families in public low-rent housing under the Gwinn amend- 
ment passed last year by Congress. 


ONE MOVED OUT 


The decision will be academic in the case of Lawrence, who recently moved 
out of the Seth Boyden housing project with his wife and two children. Law- 
rence, a teacher in Dunellen, was not a member of any subversive group but 
declined to sign as a matter of principle, claiming that public housing tenants 
were being singled out to declare their loyalty. 

Kutcher, who still lives in Seth Boyden with his father, Hyman, is a mem- 
ber of the Socialist Workers’ Party, which is on the Attorney General's sub- 
versive organization list. 

Seven other tenant families beside Lawrence and Kutcher refused to sign 
the loyalty statements. The authority did not proceed against these families, 
the understanding being that Lawrence and Kutcher would serve as test cases. 
All nonsigners have been permitted to continue paying rent. 

Of the 7 families, 3 have moved out of authority projects in recent months. 
One of those departing was Elwood Dean, who was listed in 1949 as Essex 
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County chairman of the Communist Party. Dean moved to the Vaux Hall sec- 
tion of Union Township. 


CANDIDATE RESIDENT 


One tenant who has not moved and who has not signed the pledge is Charles 
Nusser of Hyatt Court. He is running for the assembly in Essex County on the 
Communist Party ticket. 

Oxfeld, New Jersey counsel for the American Civil Liberties Union, has con- 
tended that the Gwinn amendment is unconstitutional. There has never been 
a hearing in the case of the Socialist Workers’ Party, he asserts, to prove that 
it is subversive. 

SEES NO RIGHTS CURB 


Kelly’s brief argues that this is not a case where a constitutional right is be- 
ing infringed, but rather a case where “the selfish few would prevent the court 
from protecting the rights and happiness of many”. Nonsigners should not be 
permitted to dictate under what rules they will accept the bounties of Congress, 
Kelly said. The authority directed the signing of pledges last December and 
got them from all of its 3,008 tenants families except the 9. The problem has 
not arisen with the occupancy of Archbishop Walsh and Kretcher Homes, the 
authority’s two new projects, because all prospective tenants must sign the 
pledge as part of their lease. 


[Elizabeth Daily Journal, December 18, 1952] 


HovusIneG TO BAN COMMUNISTS 


NEWARK (AP).—A new policy goes into effect within the next few days in 
which tenants of Newark public housing projects must certify they do not belong 
to the Communist Party or other organizations listed as subversive by the 
Attorney General. 

Louis Danzig, executive director of the Newark Housing Authority, announced 
the policy yesterday which affects 3,008 families now living in public housing 
here. Future tenants, when they sign leases, also will have to swear they don’t 
belong to subversive groups, he said. 

The anti-Communist policy is in accord with instructions from John A. Kervick, 
of Elizabeth, regional director of the Public Housing Administration, Danzig 
said. 

These instructions are based on the Gwinn amendment to the independent 
Offices Appropriation Act, approved by Congress last July 5, which bans occu- 
pancy in public housing by any person who is a member of any organization 
designated by the Attorney General as subversive. 

Before the Gwinn amendment became law, Danzig said, it was illegal to exclude 
Communists from public housing. The Newark authority had tried to evict such 
tenants on several occasions, he said, but found it could not be done under 
existing laws. 

Among the tenants now living in Newark housing projects are Charles Nusser, 
of Hyatt Court, who in 1951 was listed as State secretary of the Community 
party, and Elwood Dean, of Baxter Terrace, listed in 1949 as Essex County 
chairman of the party. 

Nusser has been a resident in the housing project for 10 years. Dean, a 
World War II veteran, has lived there since 1946. 


[Newark News, October 30, 1951] 
Two ORDERED Out oF NHA PrROJEcT 


Two Baxter-Terrace tenants, charged with proprietorship of gambling houses, 
were ordered to vacate their apartments by Magistrate Jacobs yesterday in 
second precinct court. The tenants were among 24 persons arraigned before 
Jacobs following 3 weekend raids by detectives of the Newark Bureau of Investi- 
gation and second precinct police. 

Mrs. Mary McDonald, 33, of apartment 20, 141 James Street, and Miss Bernice 
J. Smith, 22, of apartment 2B also at the James Street address were told to 
vacate. Baxter Terrace is a Newark Housing Authority project. Jacobs said 
he issued the order in cooperation with that agency. 
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Also charged with proprietorship was Flavio A. Russomano, of 69 Eighth 
Avenue, accused of maintaining a gambling house at his apartment. 


BIRTHDAY PARTY 


In denying her guilt, Miss Smith said a birthday party was in progress when 
police arrived early Sunday morning. She said she knew nothing of a dice game 
that was going on in one of her rooms. She was found guilty and fined $50 
after 3 men charged with gambling admitted their guilt. 

Esmond E. James, 28, of 77 Peabody Place, was fined $100 for operating a dice 
game at Miss Smith’s apartment. 

Hearing of the complaints against Mrs. McDonald, Russomano, and 16 other 
persons picked up in their apartments were deferred until Thursday. 





{Newark News, October 30, 1951] 
Parr FINED $50 Eacu 


Mrs. Daisy B. Miller, 28 years old, of 83 South Park Street, and Theodore 
Patterson, 27, of 18-F Pioneer Homes, yesterday were penalized $50 each by 
Magistrate John L. MeGuire on statutory charges. Mrs. Miller pleaded not 
guilty and Patterson pleaded guilty. The complaint was filed by Patterson’s wife, 
Estelle, of the Pioneer Homes address. 





EXHIBIT 5—-A 
| Newark Evening News, June 2, 1955] 


WAIVER OF CITIZENSHIP—NEWARK HOUSING Bopy ACTS FOR AGED COUPLES 
SEEKING ADMISSION TO PROJECTS 


The Newark Housing Authority yesterday moved to waive the citizenship re- 
quirement for the admission of aged low-income couples to its projects. 

By resolution the housing commissioners made application for the waiver to 
the New York regional office of the Public Housing Administration. No age 
specification was made in the resolution. 

The move was taken on the basis of a letter from the PHA to Representative 
Peter W. Rodino (Democrat, 10th District). The letter stated that the Federal 
agency would “waive the citizenship requirement in existing contracts at the 
request of a local authority.” 


SITE PLAN ACTION 


The commissioners also approved a preliminary site plan for the construction of 
a 1,206-unit low-rent project in a 5-block area of the central ward. Their action 
was one of several approvals required under the 1954 Housing Act. 

The commissioners took notice of objections raised to the site before approval 
was granted Tuesday by the central planning board. They backed their executive 
director, Louis Danzig, in his statement to the board that NHA would consider 
changes recommended by the board and other local agencies before seeking the 
final site approval by PHA. 

Yesterday’s meeting, called to speed up the housing application, was the first 
attended by Irving Rosenberg as the State representative to the authority al- 
though he has been a member for more than 5 years. Rosenberg, a Newark resi- 
dent and State CIO official, had been a holdover member since May when his 
term as a city representative expired. 
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EXHIBIT 6 
{New York Herald Tribune, November 17, 1952] 
TEEN-AGER VANDALS WRECKING CITY’s MopEL HousiInG PROJECTS 


By Lyn Fernback 


Modern city-owned garden apartment units built in slum areas to provide 
decent housing and to decrease slum-bred juvenile delinquency are being wrecked 
by teen-age vandal gangs which have terrorized and intimidated tenants in the 
projects and watchmen hired to protect the properties. 

The ravages of vandalism were demonstrated in a 2-day inspection of tax- 
financed New York City Housing Authority projects where 139 armed special 
officers will be assigned to guard tenants and property. 

The new squad is scheduled in January to supplement 300 unarmed watchmen 
who have been unable to cope with vandalism in the city’s 57 permanent and 8 
temporary housing projects. The special force will get a 30-day course starting 
about December 15 at the police academy and will be assigned as needed in 
trouble areas. 

At the East River Houses, the project east of First Avenue between 102d and 
105th Streets, a development with a particularly high vandalism rate, the 
housing authority attributes damage to teen-aged gangs made up of youths who 
live in the project itself and in the area surrounding it. 

Members of these gangs are credited with breaking trees and benches on 
the project grounds, smashing windows, tearing out steel banisters, incinerator 
openings, and mailboxes, damaging and defacing walls and elevators, destroying 
the contents of mailboxes by dropping lighted matches into them, stealing light 
bulbs and nozzles of fire hoses and occasionally plundering and setting fire to 
automobiles parked by project grounds. 

Several youngsters in the area mentioned that every once in a while a car 
is set afire. The watchman confirmed this and pointed out an automobile parked 
in front of the project’s community center. The car’s windows were smashed, 
headlights and spotlight torn off, doors broken open, and the upholstery torn 
apart. The owner of the car, Washington Scott, of 301 East 99th Street, had 
bought the car, secondhand, a week ago. 

A watchman of East River Houses who asked that his name be withheld, 
pointed out some of the damage to a reporter and a photographer who risked 
blacked-out staircases void of light bulbs and were glad to leave the project 
when their mission was accomplished. 

“There, look at that,” said the watchman, pointing at a darkened hallway, 
“the light bulbs are all gone again. We just replaced about 50. When they 
can’t screw them out, they smash ’em,” and he indicated a broken light bulb 
in a socket under the ceiling. 

He said that there is not a single light bulb in some of the buildings and that 
none of the fire hoses have nozzles. There are 29 buildings in the project. “What 
do you suppose will happen if there is a fire?” he asked. 

“And you know what happened to the doorknobs and locks? You guessed 
it; they haven’t got any. 

“And it’s getting worse,” the watchman continued. “Every time you come 
into the buildings, there’s something else.” He showed where mailboxes had 
been ripped out and windows smashed. He also showed how elevators had been 
rendered useless by jamming paper wads into electric contacts, etc., etc. 


ExHIsit 7 
[Newark News, November 21, 1952] 
TEEN-AGED VANDALS 


One argument for slum clearance is that decent housing, supplemented by 
adequate recreational facilities, reduces juvenile delinquency. But over on New 
York’s East Side, in an area where modern city-owned garden apartment units 
have supplanted dilapidated and insanitary tenements, widespread vandalism is 
attributed to gangs made up of teen-agers who live in the project itself. 


63137—55——31 
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The offenses are serious. They include tearing out steel banisters, incinerator 
openings and mailboxes, damaging elevators, defacing walls, smashing windows 
and light bulbs, stealing nozzles of fire hose, destroying trees and benches on the 
project’s grounds and occasionally plundering and setting fire to parked cars. 
Moreover, the gangs have terrorized not only tenants, bunt also the 300 unarmed 
watchmen hired to protect the properties. 

Apparently the situation was permitted to get out of hand before doing any- 
thing about it. And it is questionable if the Housing Authority’s decision now 
to place armed special officers on guard will of itself be a solution. But what 
does the situation prove or disprove regarding the bearing of bad or good hous- 
ing on delinquency? Itis an important question. 

The essential point of consideration is that this neighborhood had been a de- 
linquency breeder for decades before the public housing project. Making de- 
linquents was a natural process under the community living conditions. Gangs 
infested it just as now. There apparently has been no change in their organized 
operators or in maintaining a strict code of punishment for “squealers,” judg- 
ing from delinquency investigation reports covering the section 20 to 30 years 
ago. 

With that background, it would be folly to assume that the mere transfer from 
hovels to real homes would, without other effort, bring about a quick reforma- 
tion in the conduct of the teen-agers. Yet this idea, all too prevalent, appears 
to account in no small part for the acuteness of the East Side problem. Illumi- 
nating was the suggestion by several youngsters interviewed that the order 
against ball playing on the project grounds or in a small adjacent park be 
withdrawn. 

Sweeping generalizations about delinquency should be avoided, but it may be 
asserted without qualification that delinquency is less a problem of abnormal 
individuals than of abnormal life conditions in which the deliquent has 
developed. 


Exursit 8 
{New York Herald Tribune, November 27, 1952] 


VANDALISM IN CITY HousING 


To the New York Herald Tribune: 

The article by Lyn Fernbach, and accompanying pictures, in your issue of 
November 17, relative to the condition of cityowned housing projects, bears out 
the experience of Los Angeles, Calif. 

“The Journal of the American Institute of Architects” editorially com- 
mented as follows: “In Los Angeles * * * Chief of Police Parker reports that 
extra police protection is required for that city’s existing public housing projects, 
as compared with the normal rate, and that juvenile delinquency is more pro- 
nounced in these public housing sections.” 

Now we have to create a special police force of 139 men, at a cost of nearly 
$500,000, to police these city projects. 

Howarp W. TONER. 

BRooKLyNn, November 24, 1952. 


EXHIBIT 8-A 
[Newark Evening News, August 10, 1952] 


SEEKs ADDITIONAL FunpsS—NHA ConFerRS WITH PHA FoR GRANT TO COMPLETE 
NorTH AND SoutH END HovwusING PROJECTS 


Additional funds from the Public Housing Administration will have to be 
forthcoming if the two public low-rent housing projects now being built by the 
Newark Housing Authority at the north and south ends of the city are to be made 
completely livable. At present, the Federal Government is committed to advance 
$15,410,483 for construction costs. 

That was disclosed yesterday as staff personnel of the PHA and NHA began 
a series of conferences for the purpose of reviewing building costs of the two 
projects, which have been respectively named Thomas J. Walsh Homes and Otto 
E. Kretchmer Homes. They will respectively contain 630 and 730 apartments. 
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The projects, now nearly 70 percent finished, can be completed under present 
contracts but without such items as doors for closets, paints for rooms or as- 
phalt tile covering for the concrete floors. Nor is there any provision at present 
for landscaping the grounds. 


STRIPPED OF ESSENTIALS 


The projects were deliberately stripped of these essentials when contracts were 
awarded more than a year ago in order to get costs down to a level acceptable to 
PHA and also in order to save time which otherwise would have been lost in 
negotiating for approval of the additional costs. Z 

The stripping was such that a contingency fund, which ordinarily takes care 
of extra work deemed necessary, was reduced from 5 percent of the construction 
cost to 4 percent. Also held down sharply was the allowance for administrative 
costs. 

NHA officials said yesterday that it will be necessary to restore the contingency 
fund to 5 percent—a move which would require the PHA to furnish $150,000 
more—as well as allocate some additional funds. 


PHA HAS LEEWAY 


The construction cost per room at Walsh Homes is now calculated at $2,047, 
while it is $2,148 at Kretchmer Homes, Maximum room cost allowable under the 
National Housing Act of 1949 is $2,500, NHA officials point out, so that PHA has 
leeway in making additional fund allocations. 

All money advanced by the Government is to be repaid by the authority when 
it sells long-term bonds to pay for the two projects. The bonds will be retired 
over the years with the aid of rent receipts and subsidy payments from the 
Government. 

Howard Collins, PHA field planner, and David Kent, NHA development direec- 
tor, headed the staff conferees yesterday. 


ExHIBIT 9 
[Realty, August 26, 1952] 


Pustic Houstne Hetp Too Costty—StumM CLEARANCE Cost COMPARISONS 
ARE MADE 


Architect Charles C. Platt, advocate in New York City of the “decongestion 
over the demolition method” of eradicating slum areas, continued his running 
criticism of the New York public housing program last week. 

He asserted that the city’s own figures show that it costs about 15 times more 
to house a family in a city project than it does to provide that family with decent 
living quarters in a renovated tenement. 


SAYS ECONOMY NEEDED 


Emphasizing that public housing still will be needed even under his plan to 
house tenants causing congestion, Mr. Platt feels that “strict economy is in order.” 
He disclosed that the city could erect public housing in the suburbs to two or 
three stories, at a cost per family of $7,500. 

Instead, Mr. Platt stated, the city is buying choice midtown parcels for non- 
tax-paying public housing at a cost of over $14,000 per family. 

“If the city, instead of blockbusting, would foster the rehabilitation of slum 
areas and build low rise public housing in the suburbs,” he said, “three times the 
accommodations, for the same price, could be provided.” 

“By rehabilitating instead of blockbusting,” he explained, “the city will save 
the existing tenement space. And by erecting low price housing in the suburbs, 
according to the average figures of cities doing it, the city will be able in addition 
to put up twice the housing.” 


FHA FINANCING NOTED 


Institutional funds for renovating and legalizing tenements, Mr. Platt dis- 
closed, could be obtained through a Federal Housing Authority insured loan for 
alterations. 
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Private investors have previously encountered difficulty in obtaining money 
from institutions for renovation in slum areas, but Mr. Platt believes the FHA 
loan is the solution. It provides for a maximum of $10,000 at 5 percent for 7 
years or $2,500 at 5 percent for 3 years. 

The city’s figures that Mr. Platt referred to were those cited as the cost for 
Carver House in east Harlem and Howard House in Brownsville. Construction 
on both is in progress. The total cost, Mr. Platt noted, has been announced as 
$30 million which will pay for housing 2,061 families. “The unit cost per family,” 
Mr. Platt said, “is therefore $14,500.” 


PRACTICAL FIGURE USED 


“But this compares with $300 to $100, maximum, per family which is the cost 
of renovating and improving a slum tenement apartment so that all major viola- 
tions are removed and it is made livable,” he emphasized. Mr. Platt is using a 
figure reported by Ernest Chude who “successfully” renovated three 6 story 
tenements on the East Side, in accordance with the means of low income 
families. 

In addition, he believes the city is putting in multistory housing projects, con- 
veniences and comforts beyond what the multiple dwelling law requires. Ina 
slum clearance program, he believes, this practice is wasteful. 

In criticizing public housing authorities for wasting money by providing low 
rent housing projects with unnecessary conveniences, Mr. Platt declared “the 
Housing Authority brings projects up to artificial standards.” 


FINDS CRITICISM LACKING 


He believed the Housing Authority’s standards exist only because it is not sub- 
ject to contradiction, as are the formulators of the multiple dwelling law. 

“In the multiple dwelling law process,” he said, “there is give and take, and 
private investors have an opportunity to criticize proposed changes—and changes 
are made every year,” he added. “But in the Housinng Auhtority process, a 
process of agency decision, there is no opposition.” 


EXISTING LAW PRACTICAL 


“The multiple dwelling law has grown for 50 years by give and take,” Mr. 
Platt said, “and experts tell us tenants are in no danger if the law is adhered to. 
And it is practical.” 

In view of the comparative expense, Mr. Platt concluded, “how can the city 
afford to destroy buildings so inexpensively reclaimable?” He asked that his 
plan be given a trial and suggested that an ideal site would be the proposed hous- 
ing project area between 42d and 47th Streets and Ninth and Tenth Avenues. 

“For the price of constructing just the project,” he pointed out, “the whole 
neighborhood could be deslummed.” 


ExHIBIT 9—-A 
[Newark Evening News, June 2, 1955] 
HigHER LIMITS ON INCOME GRANTED FOR HOUSING PROJECTS IN NEWARK 


Increased income limits for admissions and continued occupancy in Newark’s 
11 low-rent housing projects have been granted by the Federal Public Housing 
Administration, it was announced today. 

Louis Danzig, NIIA executive director, said. that the authority’s income limits 
are now identical to those of New York City’s Federal housing program which 
has the highest in the country. The new limits call for increased ranging from 
$100 to $300 in 8-family categories. 

Danzig said the authority is making a survey to determine how many of the 
authority’s ineligible families will be allowed to remain in the projects because 
of the new income limits. An NHA income check, completed March 31, revealed 
359 ineligible families in 10 projects. Of these families, 81 lived in Joseph B. 
Bradley Court in Vailsburg. 


ADMISSION STANDARDS 


For admission the new limit for a family of 2 persons is now $3,000 yearly ; 3 
or 4 persons, $3,300; 5 or 6 persons, $3,500, and 7 or more persons $3,700. 
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For continued occupancy the limit for 2 persons is $3,750; 3 or 4 persons, 
$4,125 ; 5 or 6 persons, $4,375, and 7 or more persons, $4,625. 

The PHA also approved special income limits for families displaced by any slum 
clearance project, including low-rent housing and redevelopment, and veterans 
temporary housing units. 

For displaced families the limit for admission of 2 persons is $3,600; 3 or 4 
persons, $3,900 ; 5 or 6 persons, $4,200, and 7 or more persons, $4,500. 

For continued occupancy of 2 displaced persons the limit is $3,750; 3 or 4 per- 
sons, $4,125; 5 or 6 persons, $4,375, and 7 or more persons, $4,625. 

The Newark authority had sought an increase of $450 in each of the family 
categories. The old income limits had been effective since December 1952, 


EXHrBIT 10 
[Elizabeth Daily Journal, August 29, 1951] 


THE HovusIne AUTHORITY OUSTERS 


Increased opposition to further local expansion in public housing here is bound 
to follow the revelation in income figures recently released by the Elizabeth 
Housing Authority. Ordering counsel-te proceed with ouster action against 
various tenants now housed at both Mravlag Manor and Pioneer Homes, the 
authority pointed out that involved are 340 families with incomes that exceed 
the limit which would make them eligible for tenancy. But, wait a minute! 

The scale of eligibility starts at $2,600 and is graded up to $3,500, which is 
liberal limitation. And yet Arthur J. Long, executive director, points out that 
there are some few families whose incomes go $4,000 beyond what is permissible 
in their classification; there is one family in Pioneer Homes with an income 
of $7,121, but the real nabobs are those members of the Mravlag Manor family 
who have an income of $7,830. 

There is no lack of understanding as to what brought about the situation 
which must now be corrected. Folks who at the outset of the housing under- 
taking were badly in need of such shelter suddenly began seeing their incomes 
soar. However, as their incomes bulged housing accommodations continued to 
shrink, thus producing a result which forced many people to remain in quarters 
they would gladly quit. Also, it is unpleasant commentary, but true, that short- 
ages of homes which made some public housing tenants chafe also supplied a 
ready excuse for their selfish neighbors of equal income, determined to cling to a 
good thing as long as they could. 

Now the inevitable gauntlet is down and some hardship must result which 
should focus the spotlight of public attention on the necessity for low-rent hous- 
ing (not to be confused with public housing) which would give a normal family 
of moderate income a fair chance at fair living. We give a lot of thought and 
sympathy or consideration for the average family of moderate income which 
comes pretty close to being the backbone of this country. 

Let’s get on with the program of getting rid of those who don’t belong in 
Mravlag Manor or Pioneer Homes. But by all means let us keep a close score 
on the hardships resulting and in our plans for urban redevelopment keep in 
mind the normal families of moderate income who in their Yankee pride ask no 
favoritiem. 

As for vacancies that may occur at either the Mravlag or Pioneer settlements 
there are enough people to fill them who are struggling along on inadequate pen- 
sions that once seemed so much insurance for a comfortable old age. 


[Elizabeth Daily Journal, January 5, 1952] 
SPEED Evictions, Court ASKED 


John L. Hughes, presiding judge of Union County District Court, has received 
a formal request that his court help to speed the eviction from public housing 
of tenants whose incomes are substantially above the allowable maximums. 

The request came from Frank K. Sauer, counsel for the Citizens’ Housing 
Committee. The committee recently authorized Mr. Sauer, himself a former 
district court judge, to study the situation and make such a plea. 








478 HOUSING AMENDMENTS OF 1955 


Mr. Sauer wrote Judge Hughes of “hardships now being suffered by some 
families in this city who are without adequate shelter and who, because of their 
income status, would be eligible tenants for our several housing projects.” 

“In addition,” Mr. Sauer added, “t‘here are 40 families already qualified by 
the Elizabeth Housing Authority as being eligible for and in need of public hous- 
ing facilities. No other accommodations are presently available to these families 
and they are being deprived of the opportunity of renting accommodations in 
the public housing projects due to the fact that these accommodations are being 
occupied by families who have incomes substantially in excess of the maximum 
income allowable for projects of this nature.” 

This practice “constitutes a grave injustice” Mr. Sauer wrote. He said that 
benefits of the housing are “neutralized,” if not actually “nullified,” when re- 
peated postponements for long periods of times are granted after judgments for 
possession are entered. 

“All of us fully realize that dispossession proceedings are always accompanied 
by some degree of unpleasantness, as well as inconvenience,” Mr. Sauer said. 
“But unfortunately we are confronted with a situation where we must choose 
between imposing inconvenience upon one group of families who are financially 
able to take care of their own needs or serious hardships accompanied by a grave 
injustice upon another group of families who are not financially able to provide 
for themselves.” 


[Elizabeth Daily Journal, April 4, 1953] 


AUTHORITY PRESSES 6 EVICTION MOVES 


Six families with incomes too high for continued tenancy of Elizabeth’s public 
housing today faced the threat of being evicted forcibly. 

They were under court orders to move from their quarters—4 from Mravlag 
Manor and 2 from Pioneer Homes—without further delay. 

Stuart W. Cooley, district court sergeant-at-arms, was assigned to carry out 
bas writs of possession with George R. Walsh, Elizabeth Housing Authority 

unsel. 

Mr. Cooley was empowered to supervise the removal of the tenants’ furniture 
if they failed to vacate voluntarily. 

This is the first time the authority has taken such drastic action in an effort 
to force overincome tenants to move. It’s in line with Federal Public Housing 
Administration directives. 

The authority has been trying to get the six families to move for about a year. 


ExHrserr 11 


[Newark Evening News, January 21, 1952] 


Finps Homes For TENANTS—NHA Moves 381 FAMILIES FROM PROJECT SITE IN 
14TH WARD 


Relocation of tenants in the central public low-rent housing site has reached 
the 50 percent mark, it was announced yesterday by Louis Danzig, executive 
director of Newark Housing Authority. 

Of 762 families in the area involved, 381 have been moved to apartments else- 
where in the city, Danzig said. It is hoped to have the last of the families out 
by late summer. 

There were 711 families on the site when the authority began acquiring all of 
its buildings more than a year ago. During the acquisition period, however, it 
was subsequently discovered, another 51 families moved in, most of them doubling 
up in already occupied flats. That brought the total to be moved to 762. 


ONLY SALVAGE CONCERN 


The site in the 14th ward is bounded by Belmont Avenue, 17th Avenue, Hunter- 
don Street and West Kinney Street. The uppermost block, which extends out 
to Springfield and Morris Avenues, no longer has residents, although a salvage 
company. still occupies the old Union Brewery there. The next block, between 
Morris Avenue and Lewis Street, has only three families left and all are sched- 
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uled to leave at the end of this month. Demolition of structures on these two 
blocks will start early in February. 

The authority is to build a 1,458-unit project on the site at an estimated cost 
of $20 million. Epple & Seaman, Newark architects, are preparing plans and 
specifications. 


ExHIsit 12 
[New Jersey Realtor, September 1953] 
SUBSIDIZED TENANTS WANTED! CAN COME FROM ANYWHERE 


In a search for tenants to justify more public housing, the Orange Housing 
Authority has let down all bars on admission eligibility. 

OHA last month adopted a resolution eliminating the former 2-year residency 
clause as a requisite for eligibility and has agreed to accept applicants who 
don’t even live in Orange! 

The OHA said it did not feel sufficiently certain the 140 units in its new project 
can be filled “to warrant closing the units to all but Orange residents.” The 
previous requirement that only families which have resided in Orange 2 years 
or longer are eligible was rescinded. 

Part of the meeting was devoted to a discussion of repair-and-maintenance 
charges. Authority member James Rogers said he felt some charges were 
excessive and he would not approve them. He cited as an example a bill for $22 
to fix a single faucet. 

A resolution was passed to borrow a second series of temporary notes in the 
amount of $1,970,000 to the Hanover Bank of New York. 


[Newark News, August 19, 1951] 


LOOKING FOR TENANTS—FHA Has CHEAP APARTMENTS, WONDERS IF It CAN 


Fitt THEM ALL Next MONTH 


ELIZABETH.—How to “sell” the Elizabeth Housing Authority to the people of 
Elizabeth, in particular to those eligible for tenancy in Mravlag Manor and 
Pioneer Homes, is being informally and worriedly discussed by the housing 
commissioners. 

The causes for concern are September 1 vacancies in two apartments in Pioneer 
Homes, for which there appear to be no takers—an unprecedented situation 
here. One commissioner half-seriously suggested advertising in newspapers. 

The present “pool” or number of applicants for residence in the 2 develop- 
ments is 38, considered a small figure, according to Arthur J. Long, executive 
director. A local housing authority normally has more than 200 applicants at 
any given time, John A. Kervick, regional director of the Public Housing Ad- 
ministration, has stated. 

WOULD CHOOSE PROJECT 


Long disclosed, without being able to offer any explanation, that few of the 
38 families want to move to Pioneer Homes, and that some of them openly 
have voiced their preference for Mravlag Manor. The commissioners’ response 
to this attitude was immediate. The vacancies would be filled, they said, or the 
applicants who had the temerity to specify where they wanted to live would be 
out of luck. 

Still, the problem remains of enlarging the pool and informing people on the 
operation, purposes, and availability of the authority. Kervice, who was once 
executive director here, has been hammering at this point for several years. 
Commissioners are beginning to feel it might be a profitable move to hire a full- 
time public-relations director, paying his salary out of budget funds. No action 
has been taken along this line, but the talk has become more frequent of late. 


INCOME LIMITATIONS 


Probably the chief stumbling blocks to getting more applicants are the regula- 
tions governing admission. Stiffest of these is the income limit. Maximums are 
$2,200 a year for a family with no minors, $2,500 where there are 1 or 2 children 
and $2,800 with 3 or more children. It has been the authority’s experience that 
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many of its applicants earn more than these limitations and still need a place to 
live. 

The commissioners can revise the income limits upward, subject to almost cer- 
tain approval by PHA, but they refuse to bring the matter into the open until 
all members are tacitly in favor ofit. Sofar,theyarenot. Some feel low-income 
housing should really be that, while the others believe the high cost of living has 
made a travesty of present salary limits. 

The situation may be aggravated further when nine suits filed Friday in district 
court here are concluded. The authority is seeking to have the nine families in- 
volved evicted because their incomes exceed the legal limits for the projects. 

A well-integrated public-relations program also might ease the now quiescent, 
but formerly volcanic, relations of the authority with the city council. 


ExuHisir 13 
[Passaic Hearld News, March 10, 1952] 
AvuTHOoRITY To SHOW MopEL APARTMENT 


Lopi.—The housing authority plans to set up a model apartment as soon as 
exterior work is completed on its 100-family DeVries Park low-rent housing 
project. 

Once the exterior is completed, workmen can start plastering and finishing in- 
side walls and the commission plans to set the apartment up in one of the first 
buildings finished. It will be open to the public. 

Exterior work has been started again. It was held up while the authority 
negotiated with Public Housing Administration officials to have the type of finish 
changed. Once planned as brick veneer, the outside was switched to asbestos 
shingling to reduce costs. The authority only recently obtained PHA approval 
to spend $10,000 more to put vertical cypress wood siding on 8 of the 21 buildings. 
The siding will go on 3 buildings on Union Street, 3 on Lawrence Avenue and the 2 
on Bell Avenue. 

Prospective tenants were urged by the authority to return their applications. 
About 500 were mailed out to registrants, but only 250 were returned. Andrew 
Nuccitelli, secretary-treasurer, said some people apparently felt they could not 
meet qualifications, but he suggested that they let the tenant-selection staff judge 
that and return the applications. 


{Actual newspaper ad in Birmingham, Ala., newspaper, July 1952] 
CHARLES P. MARKS VILLAGE 


Many low-rent housing units are now being released by the contractor for 
immediate occupancy. One to five bedrooms, complete with bathroom, living 
room, hot-water tank, electric refrigerator, gas range and kitchen cabinet. Ap- 
plications are quickly processed at the project office, 7527 South 66th Street, or at 
the central rental office, 2316 6th Avenue N. 

HousInG AUTHORITY OF THE BIRMINGHAM 
DISTRICT. 





ExHiIsir 1-A 


Tuis Is Pustic HoustNc—aAs REPORTED IN ONE EDITION OF THE 
NEWARK EVENING NEWS 


Authorizing work without Congressional approval (remember how Newark 
Housing Authority deliberately stripped Walsh and Kretchmer projects of 
essentials to get contract prices within PHA ceilings, then applied for—and 
received—supplemental funds to complete jobs?) Adding to its already top- 
heavy overhead with a half-million dollar building—permanent quarters for a 
venture into socialism heretofore claimed to be temporary. Launching publicity 
campaign to lure reluctant tenants into subsidized, tax-exempt housing... 
while going ahead with the construction of thousands more such units, Newark 
can’t fill the projects it already has. 
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Newark Evening News, Thursday, February 5, 1953 


Won’t DeLay Housing Jos—NHA WILL PrROcEED WITH CONSTRUCTION OF HALF 
OF First Warp UNITS 


Renewed instructions to proceed immediately with construction of the First 
Ward public low-rent housing project were issued yesterday by the Newark 
Housing Authority to its staff. 

The authority directed that bids be received for construction of half of the 
$20 million, 1,556-unit project, with the remaining half to start as soon as 
authorization is received from the Public Housing Administration. 

Louis Danzig, executive director, told the authority that PHA has held up 
receipt of bids for construction of the project as a whole because this would 
put the national total of such housing over the 35,000-unit mark for the 1952-53 
fiscal year. Congress has ruled that no more than 35,000 units are to be started 
in that fiscal period. 

BUILDING PLANS UNCHANGED 


Informed that approximately 750 units will be available for the city for fiscal 
1952-53, the authority agreed that William BE. Lehman, architect for the project, 
should prepare appropriate plans and specifications. Buildings plans themselves 
will not be changed, only difference being that bidding will be on four 12-story 
buildings instead of on eight of them. 

Danzig told the authority that Newark will have first priority in fiscal 1953-54 
against any new Congressional housing authorization, the priority to be for the 
balanee of the 1,556 units. 

The authority approved 3 options for purchase of First Ward sites, bringing 
to 110 the number of parcels thus acquired. The site has 124 parcels in all. 
Total cost of the site is expected to exceed $2 million. 


LABOR TROUBLE SEEN 


Meanwhile, the authority was put on notice that labor trouble lies ahead for 
its First Ward project if the New Jersey Lumber & Wrecking Co. of Hillside 
is awarded the contract for demolition in preparing the site. The company was 
lowest of 7 bidders for the work at $78,000. 

The authority instead of making an award decided to hold a special hearing 
tomorrow to determine the financial responsibility of the low bidder. The next 
low bid being $149,000, by the Jersey City Building Supply and Wrecking Co. 
High bid was $345,678. 

William F. Hegarty, business representative of Laborers Local No. 112, charged 
that the low bidder does not pay prevailing rates nor employ union labor. 

Authority members told Hegarty that the specifications for the job call for 
prevailing wage rates to be paid. The authority cannot anticipate that the 
contractor will fail to pay such rates, it was said, especially since he has posted 
a $7,800 check as security for his bid. 


SPRINGFIELD AND MORRIS AVENUE SITE PICKED 


The Newark Housing Authority, which has never had a home of its own, yes- 
terday decided to construct for itself a $530,000 administration building at 
Springfield and Morris Avenues. 

The plan, subject to approval by the regional office of the Public Housing 
Administration, would mean centralization of all authority activities under one 
roof. In addition to converted apartment space in Baxter Terrace used for the 
main office, the authority rents now downtown offices and garages. 

Louis Danzig, executive director, told the authority that the money to build 
the three-story office structure would come out of administrative funds and 
would not cut down in any way the amount of housing the authority is building 
for the city. Administrative reserve funds would be used, with repayments made 
out of rental receipts over a 20-year period. 

The building would be put up on the side of the Union Brewery which once 
faced Springfield Avenue. The rest of the site is being used for the central 
public low-rent housing project, which extends down to Belmont Avenue. 
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Wi Am City on Vet Homes—NHA TO HELP IN CLEARING WEEQUAHIC PARK 
oF TEMPORARY UNITS 


Newark Housing Authority agreed yesterday to join in Public Affairs Director 
Moran’s campaign to clear temporary veterans’ housing out of Weequahic Park 
as soon as possible. 

Irving Rosenberg, chairman, and Louis Danzig, executive director, were desig- 
nated to be representatives of the authority in all meetings to be held on the pro- 
posal. The authority also approved use of its relocation staff to help veteran 
families now in the park find new quarters. 

In the case of eligible low-income veterans, the authority agreed, priorities 
will be given for apartments in public housing. The law provides that in such 
cases the income limits are to be the higher ones fixed for continued occupancy of 
public housing. 





NHA Is Facine DirFicurty In Firiine Low-RENnt HoMES 


John A. Kervick, regional director of the Public Housing Administration, said 
today that he was not satisfied with the 6,000 applications now on file for 
Newark’s new public low-rent housing projects. 

Examination of these applications, Kervick said, reveals that not enough of 
those in the lowest income brackets and not enough of those poorly-housed have 
applied. He said, furthermore, that applications on hand do not conform with 
percentages shown in the 1950 housing census. 


Home Canvasses Urged 


Commissioner Stickel, saying that this is what he has contended right along, 
suggested that house-to-house canvasses should be made in slum areas in an 
effort to obtain applicants. 

A publicity campaign to make thousands of low-income families aware of 
apartments soon to be available was agreed upon yesterday by the Newark Hous- 
ing Authority. All means of publicity will be used including the distribution of 
descriptive pamphlets and applications. 

The authority’s action came after receipt of Kervick’s letter. 


Hovusine@ LOYALTY Suits POSTPONED 


Restraint proceedings brought two tenant families against the Newark Hous- 
ing Authority are to be postponed until February 27 to enable United States At- 
torney Richman to ascertain whether Attorney General Brownell wants the 
Government brought in as an interested party. 

The Authority is now under notice to show cause tomorrow before Superior 
Court Judge Freund why it should not be restrained from requiring the two 
tenants to sign certificates to the effect that they are not members of any of 203 
organizations which were listed as subversive last November by Attorney Gen- 
eral McGranery, Brownell’s predecessor. 

The restraint is being sought by Emil Oxfeld, New Jersey American Civil 
Liberties Union counsel, on behalf of Harry L. Lawrence and Hyman and James 
Kutcher, tenants in Seth Boyden Terrace. 


Exursit 15 
[Newark News, November 13, 1952] 
TV ArerIAL DEAL Stupiep By NHA: 


Newark Housing Authority is still pondering what to do about television 
aerials on the new public low-rent housing projects nearing completion in the 
north and south ends of the city. 
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The authority was told by Louis Danzig, its executive director, that a pro- 
posed contract with the Amplital Master TV Antenna Systems of New York 
has fallen through because of a misunderstanding over installation rates. The 
company was willing to erect master antennas on each project, provided each 
and every tenant paid $1.80 a month for 7 years for television outlets. The au- 
thority had understood that it would be up to tenants to decide whether they 
wanted the service. 

Danzig said that the company has now informed him that it will go along 
with the tenant option provision, provided it is paid $20,213 in hookup charges 
ahead of time. 

The authority directed Danzig to find out from the PHA regional office whether 
permission will be granted for the authority to pay such charges. PHA will 
not allow the authority to pay for any complete master antenna system. 

Danzig also was directed to contact aerial companies again to see if better 
bids can be received. Chairman Rosenberg said he did not think that any low- 
income: family should have to pay more than $1 a month for use of a television 
aerial. 


Bureau of Labor Statistics 
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Mr. Parman. That must be a very exceptional case. 

Mr. Scorr. There is another story here on November 21, 1952, in the 
Newark Evening News, which has been a very violently propublic 
housing paper, titled “Teen Aged Vandals.” 

“One argument for slum clearance is that decent housing, supple- 
mented ” adequate recreational facilities, reduces juvenile delin- 
quency. But over on New York’s East Side, in an area where modern 
city-owned garden apartment units have supplanted dilapidated and 
insanitary tenements, widespread vandalism is attributed to gangs 
made up of teen-agers who live in the project itself.” 

There is a good deal more here. 

Mr. Mutrer. Which paper is that? 

Mr. Scorr. The Newark Evening News of November 21, 1952, and 
the article is titled “Teen-Aged Vandals.” 

Mr. Murer. You go to the police records in that area and you will 
find the kids did not come from those public housing projects. They 
came from other areas. I don’t care what the paper says to the con- 
rary. Police records indicate that is wrong. 

r. McDonoveu. That isn’t true in Los Angeles. 

Mr. Mutter. I have been in Los Angeles many times, and I haven’t 
had anybody tell me that was the fact. 

Mr. McDonoven. You weren’t talking to the right people. 

Mr. Mutter. Probably not. 
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Mr. Scorr. In the previous Herald Tribune article it says, “The 
ravages of vandalism were demonstrated in a 2-day demonstration of 
tax-financed New York City housing projects where 139 armed special 
officers will be assigned to guard tenants and property.” 

I don’t know of any privately owned and privately financed apart- 
ment dwellings that have to be protected by armed special officers. 

Mrs, Grirrirus. Mr. Chairman, may I suggest to you, I think it is 
too simple an explanation. In the first place, those people living in the 
housing projects have a very low level of income, so if you compared 
that low level of income with another low level of income group you 
might have much the same type of result. 

I don’t think that the housing projects increase the juvenile delin- 
quency. I think it is possible that you had juvenile delinquency within 
them. I certainly don’t think the housing projects cured them, but I 
strictly question that they actually increased it. 

Mr. Scorr. I am afraid that the reverse is true. It seems to be the 
result of segregating these families in one project that brings about 
this gang warfare that we didn’t have before. Here you are locating 
these people that you say are of a lower level in one project, and they 
thereby create a gang which wars with another gang in another public 
housing project where they have exactly the same conditions. 

You may recall that the William Blankenship boy, who was just 
killed in New York City, was killed by a teen-ager in a public housing 
project. 

Mrs. Grirritus. That would be true also, though, in big apartment 
houses, and if that isn’t true in those apartment houses then it is 
attributable to other factors, and perhaps one of those other factors 
is the fact that they live in a higher income bracket. There are other 
things that enter into the matter. 

Mr. Scorr. Mrs. Griffiths, that is not the fact. There are only 
slightly over 400,000 public housing units in America, and there are 
something like 16 million families in the same income group, so that 
there is only approximately one thirty-second of all of the people 
housed in public housing that are in that income level that you are 
talking about. 

Now, if it is true in public housing, why, then, isn’t it true in pri- 
vately owned housing ? 

Mrs. Grirrirus. I would like to point out to you that in most cases 
it is true, In the district in which I live there is a big public housing 
project, and many people would like to say that juvenile delinquency 
comes out of that public housing project, but I sat at a criminal judge, 
and I know that juvenile delinquency in that area was coming out 
of some of the best parts of the area. 

Mr. Scorr. Of course, there is no question that we have criminals 
in all segments of society. We have millionaires who have committed 
crimes, but it certainly has been my observation that there is a greater 
incidence of crime and juvenile delinquency in public housing than 
there is in private housing, slum or otherwise. 
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Mr. Mutter. Most of the crimes are committed in the wealthier 
areas, the burglaries and ransacking of the houses. 

Mr. Scorr. No, sir; that has not been our experience in New Jersey. 
They are ransacking the very homes in which they live; the very 
public housing projects in which they are enjoying subsidized shelter 
are being destroyed by these vandals. 

Mr. Mutrer. Will you tell us what is the total crime rate for the 
State of New Jersey ? 

Mr. Scorr. I couldn’t give you that. 

Mr. Mutrer. For your city ? 

Mr. Scorr. I don’t know the crime rate. tad 

Mr. Muurer. How can you make a comparison and say it is all 
happening in the public housing projects ? 

Mr. Scorr. I read the newspapers, gir, and I am astounded at the 
number 

Mr. Mutter. None of the wealthy people’s homes in your com- 
munity are robbed ? 

Mr. Scort. It is occasional to the point of being rare and yet in the 
public housing projects right in the city of Elizabeth we have constant 
reports daily, in the daily press, of crimes of every character. 

Mr. Moutrer. You must have a very peculiar community for a 
municipality. 

Mr. Boone. It is worse than Newark. 

Mr. Motrer. In the city of New York most of the muggings and 
most of the street holdups and assaults are in the better communities, 
and are not done by people living there. 

Mr. McDonovueu. Are you talking about adult crime ? 

Mr. Muurer. Iam talking about both. 

Mr. McDonoven. You put many of these malcontents in close con- 
tact with each other through a public agency, that is what public hous- 
ing does. 

fr. Murer. I get your point. It is much better to leave them to- 
gether in the slums? 

Mr. McDonovucn. No; you are wrong. I am for making them in- 
dependent of any Federal agency or any State agency, giving them 
some independence and ownership of a home that will give them some- 
thing to work for rather than becoming wards of the Government. 

Mr. Mutrer. You mean let the Government make the grant to the 
community to pay in cash to the individuals? 

Mr. hes Dewboent, We had a community in Los Angeles in which 
the public housing authority attempted to build public housing that 
was occupied by a quiet, low-income group of people. We had a riot 
in that community because they didn’t want i housing. These 
people that should have needed it—and the philosophy of the Federal 
bureaucrats of that time under the Democratic administration was 
that they needed it—these people were fighting against the installa- 
tion of the public housing. 
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Mr. Mutter. Were they juvenile delinquents ? 

Mr. McDonovucu. They were juvenile and adult. They were 
against public housing to the point where they fought against public 
housing being built in their community, 

Mr. Mutter. Was this in slum areas? 

Mr. McDonovex. What you would consider a low-income slum 
area. 

Mr. Scorr. I would like to read an article from the New York 
Herald Tribune just 3 days ago, Sunday, June 5: 


Policeman attacked while curbing Bronx teen mob. A mob of teen-agers as- 
sembled outside of recreation center in the Bronx yesterday afternoon after a 
dance and attacked a housing authority policeman who attempted to disperse 
them, then fled when three cars drove up. The melee took place in the 42d 
district where saturation type coverage by policemen was done on Thursday 
to combat juvenile delinquency. Three girls and a youth held. Four of the 
youngsters were arrested, including a pair of 18-year-old twin sisters and a 15- 
year-old girl whose name was withheld because she is under 16. The policeman, 
Sinclair Clarke, 29, said he saw about 150 “unruly” teen-agers assembling out- 
side the center of the Melrose Houses, a housing project, at 154th Street and 
Morris Avenue at 12:45 a.m. One of them— 


these are 15- and 17-year-old children— 


one of them hit him under the right eye with a pop bottle, he said, leaving a 
2-inch gash. The youth who hit the officer escaped. The twin sisters were iden- 
tified by police as Genora and Deborah Gorham. The fourth teenager arrested 
was William Johnson, 17, of 414 Morris Avenue, the Bronx— 


which I understand is also a public housing project. 


Mr. Clarke expressed belief that a gang fight was being worked up when he 
approached. He said he thought the gangs involved were the Comets and the 
Fordham Daggers. Some of the most vicious teen-gangs are active in the area. 

Police reported that they broke up a similar gathering of about 60 youngsters 
at 2:30 a. m. outside the Patterson Houses, 142d Street and Morris Avenue. A 
dance had been held in a recreation center there also. 

I have any number of these that I could have brought along. 

Mr. Murer. What you are saying is, if you build mansions for 
these kids and put them in them that they still would riot ? 

That is nonsense. The fact is that in that very article you are refer- 
ring to, if you will go in and get the addresses of each of those kids 
you will find the majority of the kids did not come out of the public 
housing area. 

Mr. Scorr. That has not been our experience, sir. 

Mr. Mutter. It is the experience of the police of the city of New 
York. 

Mr. McDonovex. You haven’t any proof of that. 

Mr. Motrer. Mrs. Buchanan ? 

Mrs. BucHanan. No questions. 

Mr. Mourer. Mrs. Sullivan ? 

Mrs. Sutiivan. No questions. 

Mr. Mutter. Do I understand you are opposed to the Federal Gov- 
ernment participating in these public housing projects, or do you 
ulso oppose the roel and State governments getting into it? 
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Mr. Scorr. We are opposed to the principle of taking from one 
group of taxpayers to subsidize the shelter of others. | ; . 

Mr. Moutrer. Are you in favor of the municipalities having their 
own public housing projects, if there are no Federal funds used? 

Mr. Scorr. We are opposed to that. 

Mr. Mutrer. You are also opposed to the State ate | a public 
housing project even though no Federal funds are involved? 

Mr. cones That is right, sir. It is the principle we are opposed to. 

Mr. Mutter. What would you do with these people who are living 
in these slum areas ? 

Mr. Scorr. Well, we don’t feel that the answer to the slum problem 
is to attempt to provide brand new housing at Government expense 
for all of those who might be eligible by reason of income. That would 
be physically impossible. 

Mr. Murer. That is your negative approach. What is your posi- 
tive approach? What will you do with the people in the slum areas? 
Where will you put them ? 

Mr. Scorr. For one thing, the home builders of America are pro- 
ducing housing, both rental and sale, at an unprecedented rate which 
is dir agg housing per capita than we have ever had in the 
history of the country. That is true of every State in the country. 


We are also embarking on a slum clearance and slum rehabilitation 
program which is working, without cost to the taxpayers. 

I think it is a very positive approach. Baltimore had dramatic 
success with that. There are 237 other cities that have taken it up and 
are putting it into effect. In New Jersey the slum rehabilitation pro- 


gram has been implemented by a law which passed the Senate unani- 
mously, about 2 weeks ago. 

Mr. Mutter. What is the average rental for a rehabilitated apart- 
ment in Baltimore? 

Mr. Scorr. I do not have those figures. I have been to Baltimore. 
T have seen the program in action. 

Mr. Mutter. What is it in New York? 

Mr. Scorr. I couldn’t give you the average. It varies. 

Mr. Motrer. It varies from what to what per room per month ? 

Mr. Scorr. I haven’t those figures with me. 

Mr. Mutter. You can’t say either that the people who are now liv- 
ing in unsanitary slum areas are being moved into the areas where the 
houses are being rehabilitated ? 

Mr. Scorr. We know that there are people living in unsanitary 
houses that are paying $70 or $80 a month rent and are perfectly con- 
tent to do it. 

Mr. Mouurer. How about those who are not content to do it? What 
will you do with those? 

Mr. Scorr. Many of the people who have complained the most have 
been veterans who have at their disposal the means of acquiring their 
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own property without any downpayment, and those houses are being 
built in the cities and immediately adjacent to the cities, within rea- 
sonable transportation distance. Now, if they don’t choose to avail 
themselves of that, that is their privilege. 

Mr. Mutrer. What is the average downpayment in those houses 
that the veterans can acquire without downpayment ? 

Mr. Scorr. We are in the real estate and mortgage banking busi- 
ness. We not only sell them, we build them, and we finance them. 
We have houses in New Jersey, brand new, all-year round houses, 
being built for $7,240—1,600 of them, 4 rooms, colored tile baths with 
colored fixtures, double oak floors, modern kitchens, with every facil- 
ity, gas heat, that can be bought for $350 down and less than $45 a 
month pays everything; that corresponds to rents. 

Mr. Brown. I havea question. 

Mr. Mutter. Mr. Brown. 

Mr. Brown. How many public houses have been built under this 
program ? 

Mr. Scorr. About 430,000, roughly. 

Mr. Brown. How many families now live in slum areas ? 

Mr. Scorr. Still living in slums? 

Mr. Brown. Yes. 

Mr. Scorr. I have those figures, but I am not just sure where they 
are. 

There are, according to—— 

Mr. Brown. We should know that, to know what the program has 
accomplished. 

Mr. Scorr.I would like to make this statement: That the public 
housers have taken credit for the replacement of many slum units that 
were actually not replaced by public housing, and this has been ad- 
mitted by John Kervick, who is the former regional manager of Pub- 
lic Housing for, I believe it was, nine States, including my own State 
of New Jersey, and it was permitted by their regulations that they take 
credit for houses destroyed by fire regardless of whether those houses 
were insanitary or substandard, for every house which was demol- 
ished by involuntary action, such as condemnation and, as a matter of 
fact, any housing unit of any kind, which was demolished or removed, 
they took credit for as having been replaced by public housing. That 
happened right in the city of Elizabeth, and it happened in Newark. 

Mr. Mutter. Mr. Brown’s question was directed to how many slum 
dwellings are still in the country today. 

_ Mr. Brown. I want to know what progress we have made in clear- 
ing the slums. 

Mr. Scorr. You made very little progress by way of public housing 
because the majority of it was built on vacant land and it cleared 
nothing. 

_ Mr. Motrer. You mean by that there are just as many slum dwell- 
ings in the country today as there were 10 years ago? 
Mr. Scorr. No, sir. 
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Mr. Mutrer. Do you know how many there are today in the coun- 
try—slum dwellings ? 

Mr. Scorr. I don’t have the figures with me. 

Mr. Mutter. Can you supply them to us? 

Mr. Scorr. I can do that. 

Mr. Mutrer. Can you supply them to us also as to your own com- 
munity ¢ 

Mr. Scorr. Yes. 

(The information referred to appears at p. 461.) 

Mr. Scorr. I can give you the figures as to my own community right 
now, I believe. Of course, I would like to make this observation, that 
I could never find any group that would ever agree with the figures 
for the reason that the criterion has never been accepted. What one 
group considers to be substandard another group doesn’t feel is sub- 
standard. 

For example, if there are 5 people living in a house who may be 
related but not have the same immediate family, I have seen figures 
that would show that because there are not 5 baths that the house is 
therefore substandard. 

Mr. Mutrer. Suppose you supply that at your convenience and get 
them to the committee, the total overall number, for the Nation, and 
that for your own community. 

Mr. Scorr. I would be very glad to. 

Mr. Mutrer. You might give us also how many of the people in 
your community now in slum areas, you think are going to move into 
your 1,600 houses you told us about a while ago. 

Mr. Scorr. We are sold ahead of starts. 

Mr. Mutter. You are not answering the question. How many of 
those people who are living in the slum area of your community, or in 
any slum area anywhere will move into your houses? Can you supply 
us that information ? 

Mr. Scorr. We would have to go down and look at the homes of 
every one of those purchasers and find out whether they are presently 
living in slums. 

Mr. Mutter. Do you take a financial statement from your proposed 
purchaser ? 

Mr. Scorr. Yes, sir. 

Mr. Motrer. That would indicate whether he could afford to live 
in it. 

Mr. Scorr. I am afraid it wouldn’t bear any relation to it at all. 
We find it isn’t the poor people who live in public housing. 

Mr. Mutter. Any further questions? 

Mr. Worcorr. Do you have to have an average income of over 
$2,600 to qualify for public housing ? 

Mr. Scorr. Mr. Sogrieenian, it varies by project. One project 
may set—and they are permitted by the PHA, to set an income ceil- 
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ing. That ceiling might be $2,600, for example, for 2 people; and it 
might be $2,600 for 2 people plus 1 child, and so forth. The average, I 
would say, is about—it changes constantly—is about $3,200 right now 
in New Jersey, and I think that approaches the national average for a 
husband and wife and two children, but, of course, that is the admit- 
tance ceiling. 

There is an automatic increase permitted of 25 percent, so that a 
family going in at $3,200 would be legally entitled to continued 
occupancy the day after they moved in if their income rose to $4,000, 
but that isn’t the entire story, either, because there are various exclu- 
sions. For example, each child entitles the family to a $100 exclusion 
per year, so that that means that the family with two children could 
be making $4,200 per year and still be entitled to continued occupancy. 
Then on top of that, there are a whole variety of other exclusions, 
such as union dues, uniforms, if they are not compensated for by the 
employer, transportation under certain circumstances, and there are 
a great variety of exclusions that would permit that family income 
to rise to at least $5,000, and the family would still remain entitled to 
continued occupancy. 

Mr. Muurer. After they have reached the maximum they must 
get out? 

Mr. Scorr. No, sir; they do not get out. 

Mr. Mutrer. You said they do not get out. I said they were 
required to get out ? 

Mr. Scorr. No, sir; they are not required to get out. 

Mr. Mouurer. Doesn’t the law require them to get out? 

Mr. Scorr. In Jersey City, N. J., they do not require the tenants 
tomoveout. They raised the rents. 

Mr. Murer. Who didn’t require them? The Authority or the 
Administration did not ? 

Mr. Scorr. The Jersey City Housing Authority did not require 
them to move out. 

Mr. Mutter. Doesn’t the law require them to move out? 

Mr. Scorr. Yes, sir. 

Mr. Mutrer. The law requires the Administrator to move them 
out and to take them to court if they don’t get out. Isn’t that what 
the law requires ? 

Mr. Scorr. Yes, sir; but that isn’t what has been done. 

Mr. Mutter. You ought to find fault with your local administrators. 
In the city of New York we are on top of them and move them out. 
when they reach the maximum. 

Mrs. Grirrirus. Aren’t they moved out in New Jersey ? 

Mr. Scorr. Not in New Jersey. I could tell you of instances. 

Mr. Mutter. We have been told here we should let the local people 
run this program. We have been doing it. Don’t tell us the local 
people aren’t doing the job you said we should let them do. I say 
“vou”—everybody who has talked about this program here said the 
local people should pick the site, choose the kind of program, and 
administer the program. 

Mr. Scorr. I think it is one of the defects, that where it is owned 
and operated by the Government, this is bound to happen, and in New 
Jersey they are not evicting the tenants; in Jersey City they raised the 
rents as much as $150 a month. 
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Mr. Mutrer. I refuse to believe you can’t get Government officials 
on the local level, whether municipal or State, or on the Federal level, 
who will do their job. I don’t believe all Government officials are 
bureaucrats who don’t give a darn for the public or their obligation. 

Mr. Scorr. I am sorry. I did not mean to give that impression. I 
simply say that it is one of the characteristics. This property is not 
owned and operated privately. It is owned and operated by the Gov- 
ernment, and in New Jersey our experience has been that rather than 
evicting those who were discovered to be over income they simply 
raised the rent. In Jersey City they raised it to as much as $150 a 
month and many tenants are still there paying $150 a month. This is 
no longer low-rent housing. 

Mr. Mutter. Won’t those tenants prefer to buy your house? 

Mr. Scorr. They should. 

Mr. Muurer. Any other questions ? 

Thank you very much, Mr. Scott. 

Mr. Scorr. Thank you, sir. 

Mr. McDonovueu. Mr. Scott, before you leave, I think the question 
of the inability or the inactivity on the part of the housing authority 
is something that we ought to look at, because we have set up the au- 
thority of a public housing authority and the States have likewise set 
them up. I think it is true in all of the States—it is in California— 
that when it becomes a public housing authority, under the Federal 
law, and in cooperation with the State, that it becomes an independent 
agency. It has the right to issue bonds; it has the right to acquire 
property ; it has the right to proceed within the purview of the Fed- 


eral wd and insofar as the enforcement of removing people who have 


exceeded the income limit, that the Federal Government ought to step 
into the picture and not say, as Mr. Multer has said, that it is strictly 
up to the local authority to enforce the thing because if the local au- 
thorities have to attempt to enforce what the Federal Government is 
attemping, or should be enforcing, you get a clash of authority and 
jurisdiction where nobody gets the responsibility. 

You have got an unusual enigma here, with the public housing au- 
thority set up by Federal law, and in cooperation with the State, and 
becoming an independent agency, having responsibility to nobody but 
themselves. 

How are you going to enforce the law under those circumstances ? 

Mr. Mutter. Very simple. ) 

Mr. McDonovucu. What would do, deny any further public hous- 
ing authority to that agency ? 

Mr. Muurer. You could do that, too. 

Mr. McDonoven. That is just what you don’t do. The housing 
authority is set up, and if you extend the number of units in any 
subsequent legislation 

Mr. Mutter. There is one sphere of activity where I thought this 
Republican administration was doing a good job, right there in the 
Federal housing agency, which includes the Public Housing Adminis- 
tration. I think Mr. Slusser, in charge of that administration, is 
doing a good job. 

Mr. McDonoveu. I think he is doing as good a job as he can under 
the kind of legislation the Democratic administration gave him. 

Mr. Mutter. I get a little heated when people tell me this program 
isn’t well oneinek and well administered. 
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Mr. McDonovuen. You find violations of it. 

Mr. Mutter. You find violations of laws of every kind everywhere 
in the United States. 

Where was that family living that is earning $23,000 a year? 

Mr. Scorr. ey was a famil living in the Miravlac Manor proj- 
ect in Elizabeth, N. J. The husband was a truck owner, an operator 
of a fleet of tr ucks. The fleet was, I believe, three trucks. His re- 
ported income was $23,000 a year. He was not evicted. He moved 
voluntarily, and he bought a property in Clark Township, N. J., for 
more than $20,000, and he paid all cash. 

Mr. Mutrer. Did he move voluntarily after getting a notice to get 
out / 

Mr. Scorr. He got a notice. 

Mr. Mutrer. Then it wasn’t voluntary. He was told to get out or 
be put out so he moved out voluntarily ¢ 

Mr. Scorr. No. I wish that was so. They serve all of the over- 
income tenants with a notice automatically. We had a situation de- 
velop in Elizabeth where we found there were 340 overincome tenants. 
We wanted to know why those tenants were not being put out to make 
room for the eligibles, and also how many eligibles did they have. We 
discovered they had exactly 38 eligible families in their tenant selec- 
tion pool, so it became obvious the reason they weren't evicting the 
overincome tenants was because they had nobody to fill the vacancy 
and it would be very embarrassing since at that very moment they 
were pressuring for 500 additional public-housing units. 

Now, they blamed it on the district court judges, and we asked for 
an appointment with the district court judges, and we met with them, 
and after outlining the situation the judges said that it was not their 
fault that these evictions were taking 3 and 4 years, and these are 
families that had been overincome for that period of time. It was the 
fault of the counsel for the housing authority who had requested them 
not toevict thetenants. That was thesituation. 

Mr. Mutrer. Of course, there were some cheats among the builders, 
were there not, inthe FHA program # 

Mr. Scorr. I don’t know, sir. I think that there was an investiga- 
tion, and 

Mr. McDonoven. That is another subject. 

Mr. Mutrer. Of course it is. Because of a few frauds and cheats 
who were doing some building we are not going to stop the entire FHA 
program, and just because there are a few cheats who are getting into 
public housing projects, or staying there when they shouldn’t stay 
there, I don’t think we should stop the public housing program, I 
thing the analogy is perfect. I am sure you would be the first one to 
say don’t stop the FHA program because ou happened to convict 1 
fellow or you caught 1 fellow cheating who was doing the building 
or borrowing. 

Mr. Scorr. Mr. Congressman, I don’t think you can draw an analogy 
betwen public housing and the FHA. The FHA does not build and 
own and operate any housing of any kind. 

Mr. Mutrer. The builders do. The builders borrow the money on 
the insured mortgages. 

Mr. Scorr. But there has been no loss to the taxpayers. 
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Mr. Mutter. There hasn’t been any loss? 

Mr. Scorr. No, sir. 

Mr. Mcurer. You mean on the overall program the Government 
didn’t take a loss? 

Mr. Scorr. That is right. 

Mr. Muurer. More than one project went into default and the Gov- 
ernment took a loss on that project due to the cheat and fraud. 

Mr. Scorr. That is right, but they are charging an underwriting 
premium for that purpose. 

Mr. Mutter. The point is you don’t want the whole program stopped 
because we catch one thief in that program, do you? 

Mr. Scorr. I wouldn’t want to see the FHA program stopped; no, 
sir. 
Mr. Moutrer. And even if you should happen to convict somebod 
who had been connected with the FHA program as a Government of- 

ficial you wouldn’t stop the whole FHA program, would you ? 

Mr. Scorr. No, I would not. 

Mr. Muurer. Why should you say we should stop the public housing 
program because one man in some organization or some local admin- 
istration isn’t doing his job ? 

Mr. Scorr. This is not an isolated case. This is the rule rather 
than the exception. 

Mr. Mutter. I don’t agree with you, sir. I don’t think you can 
substantiate it with the facts. 

Mr. Scorr. I have many facts to substantiate that. We have edi- 
torials in New Jersey constantly deploring the fact that these over- 
income tenants are not being put out to make way for the eligible 
tenants who should be able to gain occupancy. 

Mr. Murer. Most respectfully, sir, editorials are not evidence in any 
court and they should not be taken as evidence by any committee. 

Mrs. Grirrirus. I want to reiterate I don’t want Michigan included 
in this group of people who are defrauding the situation because we 
aren’t. The administration of the city of Detroit is doing a very good 
job, and I don’t like your making the statements that make it look as 
if Detroit is not doing a good job. 

I would like to ask you one question, too: Has the United States 
Chamber of Commerce ever appeared before the Postal Committee 
of the House and asked that mail pay its way? 

Mr. Scorr. I would have to defer to Mr. Fitzpatrick on that. 

Mr. Frirzparrick. I can’t answer that. 

Mrs. Grirrirys. Could you supply the answer ? 

Mr. Frrzparrick. Yes. 

(For information requested, see p. 461-462.) 

Mrs. Grirriras. You would be opposed to our subsidizing third- 
class mail? 

Mr. Firzparrick. I can’t answer the question. 

_Mr. Mocrer. If there are no other questions, thank you very much, 
sir. 

Mr. Scorr. Thank you, sir. 

Mr. Fink. The next witness is Mr. Earl W. Smith, president of 
the National Association of Home Builders. 

Mr. Mutter. Mr. Smith, will you identify yourself and your 
associates ¢ 
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STATEMENT OF EARL W. SMITH, PRESIDENT, NATIONAL ASSOCIA- 
TION OF HOME BUILDERS, ACCOMPANIED BY GEORGE GOODYEAR, 
BUILDER, CHARLOTTE, N. C., CHAIRMAN, DIVISION OF GOVERN- 
MENTAL AFFAIRS; AND HERBERT COULTON, COUNSEL, NA- 
TIONAL ASSOCIATION OF HOME BUILDERS 


Mr. Smiru. Thank you, Mr. Chairman, Mr. Chairman and mem- 
bers of the committee, my name is Earl W. Smith and I am an active 
home builder from E] Cerrito, Calif. I am happy to have this oppor- 
tunity as president of the National Association of Home Builders to 
present to you the views of our association on H. R. 5827, the housing 
amendment of 1955, and the rélated bills now before you. 

I have with me Mr, George Goodyear, on my left, a home builder 
from Charlotte, N. C., who is chairman of our division of govern- 
mental affairs. 

On my right is our esteemed counsel, Mr. Herbert Coulton, who 
may help meas I go along. 

As you know, the National Association of Home Builders is the 
sole spokesman for the organized home building industry. We now 
have over 33,000 members in 225 affiliated State and local home build- 
ers associations in all parts of the country. We estimate that our 
members in these local associations together with a number of builder- 
members in cities where no affiliated association has yet been formed, 
build by far the largest part of the housing constructed in the urban 
areas of the country. 

I might insert a word: Mr. Congressman Patman asked the previous 
spokesman who represented who. I think in this particular instance 
I pretty well speak for the average small builder. Possibly we repre- 
sent a somewhat different look to the home building industry this year. 
We feel our particular job is to build homes, and I should say paren- 
thetically there are a lot of questions that I have noticed raised here 
today and a lot of rather expert answers. 

I am a very minor expert in a very narrow field. I can show you 
how to build a pretty good house at low cost. Beyond that, [ am not 
an expert. 

I will continue with the prepared testimony: Much of the proposed 
legislation now before you consists of technical amendments and ex- 
tensions or an enlargement of existing housing programs. Therefore, 
within the time available, I would like to confine this testimony wholly 
to the key proposals affecting the home building industry without dis- 
cussing all of the detailed provisions in H. R. 5827 and related bills 
now before you. 

Federal Housing Administration amendments: 

1. NAHB supports increase of the FHA insurance authorization. 
By far the most important of these amendments is section 6 of H. R. 
5827, authorizing an increase of $4 billion in FHA’s general mortgage 
insurance limit. We strongly support this proposed increase and urge 
its passage. Continuation of the FHA mortgage insurance system, 
at possible by this amendment, is vital both for the home building 
industry and thousands of future home buyers and for the continued 
prosperity of the national economy. 

It is essential, however, that this increase be in an appropriate 
amount. We are not sure this is the case. We appreciate that Con- 
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gress may wish to reexamine FHA’s maximum insurance limit each 
ear, but on the basis of FHA’s own figures—in the HHFA section- 
y-section analysis—the amount of $4 billion seems inadequate. 

FHA’s prospective net use of insurance authorization during fiscal 
1956 is estimated to come within $1.2 million of the proposed $4 billion 
increase. If the use of remaining authorization during fiscal] 1955 or 
the anticipated use during fiscal 1956 has been underestimated by just 
120 new or existing houses with insured mortgages of $10,000, FHA 
will not have sufficient insurance authorization to last the year out. 

This is too close for operating convenience. As a practical matter, 
it means that FHA’s operations will come to a quick halt if their in- 
sured loans during this fiscal year or next come within 200 to 500 units 
of their estimates. Not even 1 month’s operating leeway is provided 
by the proposed increase. This could be a serious underestimate of 
need since during fiscal 1956 the impact of the Housing Act of 1954 
will be reflected in an even greater volume of applications than the 
— rate, upon which the FHA’s estimate of need is apparently 

ased, 

There is no reason why FHA should exist from crisis to crisis, or 
why the Congress should be required to hurry through supplemental 
authorization merely because of an inadequate increase at this time. 
This increase in authorization in no way affects either the national 
debt or the budget. Certainly it should be in a larger and more ade- 
quate amount. 

I might break way from the prepared testimony for a moment, if 
Imay. Each year the Congress and this committee certainly is aware 
that it seems almost each year for the past several years we have rua 

retty well into the heavy construction period of the year to find that 

HA was running out of authorization. 

We have had to take up the time of Congress at that time and slow 
down the building operation across the country for supplemental 
authorization. I am going to ask Mr. Goodyear, if he will, to indicate 
the problems as of last year, and the current year’s operation, which 
sae seem to indicate that this $4 billion will be considerably short 
of covering the basis for this ensuing year. 

George, would you care to comment ? 

Mr. Goopygear. In the supplemental appropriation last year, there 
was about $5.8 billion authorized for FHA’s insurance program. 
With the $4 billion this year, the prospective net use of the insurance 
authorization during fiscal 1956 is estimated to come within $1.2 mil- 
lion of the proposed $4 billion increase. 

If the use of remaining authorization during fiscal 1955 or the antici- 
pated use during 1956 has been underestimated by just 120 houses, 
either new or existing, with insured mortgages of $10,000, FHA will 
not have sufficient insurance authorization to last the year out. 

This is too close for operating convenience. As a practical matter, 
it means that FHA’s operations will come to a quick halt if their in- 
sured loans during the fiscal year or next come within 200 to 500 units 
of their estimates. 

Not even 1 month’s operating leeway is provided by the proposed 
increase. This could be a serious underestimate of needs since during 
fiscal 1956 the impact of the Housing Act of 1954 will be reflected in 
an even greater volume of applications than the current rate, upon 
which the FHA’s estimate of need is apparently based. 
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There is no reason why FHA should hurry from crisis to crisis, or 
why the Congress should be required to hurry through their supple- 
mental authorizations. 

We would like to suggest that in addition to the $4 billion author- 
ization, that you set aside $500 million to be used at the President’s 
discretion as it has been done in several cases prior to this. 

Mr. Smiru. We feel this is just good housekeeping procedure. It 
will save the time of the industry, time of the Congress and eliminate 
the chaos and confusion which seems to hit us every year along about 
May and June. 

I will continue with the prepared testimony. 

The FHA system of mortgage insurance has been the most im- 
portant factor in the past 20 years in developing home building into 
a modern, mass production industry. By pooling mortgage risks 
on a scale beyond the reach of any private Kaither or group of lenders, 
FHA has provided a thoroughly sound method of consumer home 
financing. It has made possible the low downpayments and low 
monthly charges without which today the average man, even though 
a sound credit risk, would have difficulty in buying a home. 

For more than 10 years FHA has been entirely self-supporting and 
a wholly privately financed institution. It has repaid to the Treasury 
all of the Government’s initial investment, totaling over $65 million 
together with an additional $20 million in interest. The FHA insur- 
ance system more than amply protects the contingent liability of the 
Government through (1) the very sound values of the properties and 
real estate securing insured loans, (2) the lengthy time period provided 
by its unique debenture-payment system and (3) its very substantial 
cash reserve. To date, all losses have been paid out of operating in- 
come. Therefore, there is every reason to approve the proposed in- 
crease in FHA insurance authorization. 

2. Federal housing agencies and policies require unified coordina- 
tion. NAHB opposes fragmentation of the HHFA. 

I would also like to emphasize at this time that we are opposed to 
fragmentation of the Housing and Home Finance Agency. We be- 
lieve that the problems with which the FHA, the Home Loan Bank 
Board, and the FNMA deal are so interrelated as to require affiliation 
of these agencies in a single grouping. 

We believe that mortgage credit policies and Federal fiscal and 
credit policies react upon each other to such an extent as to require a 
single coordinated Federal housing policy expressed in Government 
councils by the head of a single agency. Therefore, we are opposed to 
the passage at this time of H. R. 5945, which would permit the Home 
Loan Bank Board, including the Federal Savings and Loan Insur- 
ance Corporation, to operate as an independent agency. 

We believe approval of this proposal would be premature at this 
time. If HHFA is to be dismembered, the committee should consider 
at the same time arguments for and against independence for other 
constituent agencies of the HHFA. But this should not be done until 
the Administration has had a complete opportunity to study and 
form conclusions on proper organization of the housing agency. We 
therefore urge that this proposal be postponed. 

3. NAHB supports extension and enlargement of the FHA title I 
home repair loan insurance program. 
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We support the 5-year extension of FHA’s title I home repair and 
modernization loan insurance program (sec. 2 of H. R. 5827). We 
suggest, in addition, that the maximum limit on home modernization 
and repair loan insurance be raised from $2,500 to $3,000 and that the 
term be lengthened from 3 to 5 years. 

This program is an integral part of the overall effort to aid renewal 
and rehabilitation work on existing housing and thus to prevent the 
spread of slums and blight. Although home builders do not generally 
participate in the program, we believe it is of great benefit and that it 
is also of considerable help to homeowners in financing necessary 
maintenance work and improvements. This results in sounder mort- 
Bages and more satisfied homeowners. 

he amendments we suggest would be particularly helpful to home- 
owners needing this type of loan for rehabilitation and repair work 
made necessary by the housing rehabilitation programs now being 
undertaken in many communities. A longer term for the loan, espe- 
cially, would bring the monthly carrying charges more within the 
reach of these borrowers. 

4. Rental housing maximum limit increases may prove helpful if 
basic investment problems are solved. 

On rental housing, the proposed increases in maximum mortgage 
amounts (sec. 5) may prove helpful when and if the more basic prob- 
lems involved in attracting investment capital are solved. These in- 
volve adequate administrative and legislative recognition of the need 
for proper valuations, sufficient incentive and appropriate equity 
recovery. 

I should refer you for your later study, if you so desire, to some 
of the supplemental information on rental housing which we have 
included as part of this presentation. I think it will be of some help 
to you. 

Unless both law and agency interpretations recognize the highly 
speculative risk involved in equity investment in the construction of 
rental housing, investors will undoubtedly continue to choose other 
less hazardous avenues of investment. These factors currently in- 
hibit production under the several rental sections of the National 
Housing Act. They have been particularly important in preventing 
more rapid accomplishment in urban redevelopment. 

This association has for some years wig. tart the idea of redevel- 
opment and rehabilitation of our cities through private enterprise. 
But to accomplish this, a workable financing vehicle is essential. Sec- 
tion 220 of the National Housing Act, enacted last year, was intended 
to provide this. So far, however, a lack of recognition of the realities 
of rental investment has prevented its effective use. 

5. Programed low-cost housing FHA mortgage insurance under sec- 
tion 221 should be available for all low-income families. 

We support the amendment in H. R. 5827, section 7, which would 
eliminate cost certification requirements on single-family home con- 
struction under section 221. Cost certification serves no useful purpose 
for single-family housing since the benefit of a high-ratio mortgage 
accrues to the home buyer, not the builder. 

We believe a further amendment of present law is required in order 
to obtain full benefit from section 221. Programing of housing under 
this section should not be confined solely to families displaced by slum 
clearance of rehabilitation or redevelopment projects. 
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Use of section 221 should follow the recommendations of the Presi- 
dent’s Advisory Committee Report on Housing, which contemplated 
a programed use of this section for all low-income families, whether 
or not displaced by governmental action. If used in this way, this sec- 
tion could be of great benefit, particularly in providing more adequate 
housing for minority groups. 

The FNMA special assistance provisions approved by Congress last 
year were specifically designed to provide financing if necessary for 
section 221 and 220 projects. 

Thus, if section 221 housing were available for programing wher- 
ever needed, it would mean that financing would also be available. 
The necessary amendatory language is as follows: 

Suggested amendment to section 221, National Housing Act: 

In the first sentence of section 221 (a) of the National Housing Act, 
as amended, strike the word “relocating” and insert in lieu thereof 
“meeting the needs of low-income families that are not and cannot be 
met from the existing supply of all other private financing and to pro- 
vide preference to”; in the first proviso of the second sentence, strike 
the words “to be so displaced”; and in the second proviso of the sec- 
ond sentence, strike the words “the relocation of families to be so dis- 
placed and who would be” and insert in lieu thereof “low-income 
families.” 

FEDERAL NATIONAL MORTGAGE ASSOCIATION 


We believe the committee should also consider along with these hous- 
ing amendments the problem already evident in the operation of the 
rechartered FNMA secondary mortgage market provisions. Since pas- 
sage of the Housing Act of 1954, the operation of this FNMA program 
has borne out our testimony of a year ago that unless its statutory 
provisions are amended— 
it will, in our opinion, prove unworkable and possibly do more to depress than to 
assist the mortgage market. Its terms go far beyond those reasonably necessary 
to prevent excessive use and, in effect, amount to a complete denial of the facility 
to the very users for whom it is intended. 

1. FNMA’s stock-investment requirement should have a 2 percent 
limit. 

In the first place, the requirement of at least a 3-percent stock in- 
vestment to use FNMA is too high. Taken together with the fees 
and charges and discounted prices that must be paid to FNMA, the 
price of doing business can come close to being exhorbitant. We be- 
lieve the 3-percent requirement should be changed to 2 percent. This 
will still enable FNMA to operate on a businesslike basis as we pointed 
out in detail to this committee in 1954. 

2. FNMA should purchase mortgages at a reasonable price level. 

Also clear on the basis of the past several months’ experience is that 
FNMA purchase prices for mortgages, under its present statute, de- 
press rather than aid the general mortgage market. The association 
should be authorized to buy loans at a reasonable price level deter- 
mined by it from time to time rather than the market price. FNMA 
should be able to take into account the reasonably foreseeable market 
for mortgages of the same class and current yields on—as well as the 
reasonably foreseeable price trend of—long-term Government bonds 
and.other forms of investment. 
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This would enable FNMA to stabilize the mortgage market by rais- 
ing its purchase prices slightly when the market threatens to sag or 
by dropping its purchase offers when the market is strong. The neces- 
sary amendatory language is as follows: 

eet amendment of section 303 (b) of title II, National Hous- 
ing Act: 

Ss the first sentence of section 303 (b), strike the numeral “3” and 
insert the numeral “2”. 

Suggested amendment to section 304 (a) of Title III, National 
Housing Act: 

In the second sentence of section 304 (a) strike the words “at the 
market price” and insert in lieu thereof— 
at a reasonable price level, as determined by the association, taking into con- 
sideration the market for mortgages of the same general class, and current 
yields on, and reasonably foreseeable price trends of, long-term Government 
bonds and other forms of long-term investment. 

3. NAHB urges approval of provisions of H. R. 6055 (S. 1645) to 
extend for 6 months FNMA one-for-one advance purchase contracts. 

I urge this committee to approve also the provisions of H. R. 6055, 
intreduced by Representative Albert Rains. This bill is identical with 
S. 1645 which has already passed the Senate. It would provide a 
measure of relief for a substantial number of home builders who have 
suffered heavy out-of-pocket losses caused in large part by the un- 
precedented FHA and VA processing backlogs experienced during 
the past year. 

It would also provide the home buying public with a more complete 
opportunity to realize the benefits of a limited program of secondary 
market financing which involved only FHA and VA insured or 
guaranteed mortgages of $10,000 or less. 

The bill would provide a 6-month extension for certain advance 
purchase contracts issued by FNMA under its so-called one-for-one 
program approved in the Housing Act of 1953. This program au- 
thorized FNMA to issue advance purchase contracts to institutions 
which bought mortgages from FNMA. The contracts were for 
future sale to FNMA in amounts not exceeding the amounts then paid 
into FNMA for the purchase of mortgages from FNMA’s portfolio. 

The contracts had a 1-year time limit within which FNMA agreed 
to repurchase mortgages. At the time the program was initiated, 
both industry and Government representatives believed one year to be 
sufficient for completion of the usual building cycle. As events de- 
veloped during 1954, however, the 1-year limit proved inadequate in 
many cases because of the unprecedented and wholly unexpected heavy 
backlogs and delays in VA and FHA processing at all steps in the 
construction under these programs. 

These delays, coupled with widespread confusion in FHA field of- 
fices during and after the passage of the Housing Act of 1954, resulted 
in many builders being unable to use their FNMA commitments and 
suffering consequent out-of-pocket losses of the amounts which they 
had spent originally in obtaining this financing. 

Home builders paid the costs in advance in order to obtain an FNMA 
one-for-one commitment. In the typical case, these totaled from 414 
percent to 614 percent of the transaction’s mortgage amounts, and in 
some cases even more. If it became impossible for a builder to use his 
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FNMA one-for-one commitment, he not only lost the costs of the com- 
mitment but he also still had to obtain permanent financing for the 
housing at an additional and substantial financing cost. 

Congress has already recognized the seriousness of these processing 
delays by approving additional funds for FHA early this year and 
including increases in the FHA and VA budgets for fiscal 1956. We 
believe the effect of these delays should also be recognized by giving 
approval to the proposal in this bill. 

The consequences of failure to provide an extension of these com- 
mitments will in our opinion be serious. All of the mortgages involved 
are on Very low cost, single-family housing and a good many of them 
are for construction of such housing in areas or for minority groups for 
which there is no other secondary market financing available except 
at exhorbitant rates. 

The failure of FNMA to afford relief in this situation has already 
had a depressing effect upon the future planning of low cost and 
minority housing by builders who. suffered losses through their in- 
ability to use these commitments because of conditions beyond their 
control. We believe passage of the provisions in H. R. 6055 or S. 
1645 will go far to remedy this. We urge that the committee approve 
the measure. 

PUBLIC HOUSING AMENDMENTS 


1. We believe more new public housing is unnecessary and strongly 

— the new program in H. R. 5827. 

ur position on public housing has always been clear. An in- 
creasing number of public housing projects are unable to obtain 
tenants except by substantially increasing their limits on family in- 
come for eligible occupants. The increase in consumer incomes during 
the last 10 years and the tremendous increase in home ownership and 
the supply of new and used homes have drastically diminished, if not 
eliminated entirely, the problem at which the original public housing 
program was aimed. 

In the economic climate now prevailing, we believe a further Fed- 
eral public housing program is unnecessary. Since the end of World 
War II, the private home-building industry has produced nearly 10 
million new housing units. The home-building ah obra today is pro- 
ducing at a rate in the neighborhood of 1.3 million new units a year. 
This high volume makes it possible during these years of relatively 
low family formation to upgrade the entire housing supply. 

While there may continue to be cases among our neediest families 
where public assistance of some kind is required to provide shelter, 
this is far different from a large program of Federal aid designed to 
house sizable numbers of our population. Certainly, if properly ad- 
ministered, the existing public housing should be more than adequate 
for these neediest cases. In view of this vast increase in housing 
supply, coupled with a very sharp decline in the number of low in- 
come families, and the excellent prospect for continuation of both 
trends, we believe there is no longer a need for continuing to build 
additional public housing. 

Therefore, we strongly oppose the proposed program of 70,000 new 
public housing units in section 13 of H. R. 5827 and we urge that it 
be eliminated from the bill. Actually, this section would authorize 
approximately 87,000 or more new units by continuing authority for 
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those authorized for fiscal year 1955 but which remain without con- 
tracts. Together with the units authorized prior to fiscal 1955 which 
still remain to be constructed, it may well be that more than 120,000 
units of new public housing will be built or contracted for during the 
coming year. 

2. Vacancies in existing public housing should continue to be used 
for rehousing persons displaced from slums. 

We object also to the proposed elimination of provisions expressly 
designed to assure the availability of public housing for families re- 
located from slums. For example, we feel that the Housing Act of 
1954 was wholly correct in giving to the HHFA Administrator power 
to consider all sources of kacaien for families displaced from slums. 
Certainly if there are existing vacancies or constant turnovers in 
public housing projects, he should be permitted to take them into 
account before approving more new public housing for such families. 

In recent years proponents of public housing have been saying that 
a major justification for their whole program is to rehouse families 
displaced from slums. The provisions of the Housing Act of 1954 
wrote this objective into the law. It should not now be abandoned. 
It would be ridiculous for the Government to be subsidizing con- 
struction of new public housing for families that can be taken care 
of by existing units for which the United States is already heavily 
in debt. 

3. Cities should continue to be required to specify relocation needs 
before asking for more public housing. 

Under H. R. 5827, the Federal Government would no longer have 
the assurance of the local government that the number of public hous- 
ing units requested is based on actual relocation requirements. The 
proposed amendment in section 13 would substitute simply a local 
approval by resolution, 

If the local government’s approval is required by law, as it now is, 
to be tied down to a certification of need for a specific number of units 
for relocation purposes, there is far less likelihood of a later change 
of mind by the locality. Moreover, the Federal Government has a 
concrete and responsible expression of need to guide it, one that accu- 
rately reflects the community’s view, and not that of a local housing 
authority bureaucrat. We urge retention of the present law on this 
point. Its advantages in avoiding involvement in local housing dis- 
putes should be evident to all Members of Congress. 

In conclusion, I wish to express to the committee our appreciation 
for this opportunity to testify on H. R. 5827 and related bills. We are 
always grateful for the privilege of bringing to the attention of this 
committee the views of the home building industry, and we are con- 
fident that the efforts of this committee will be directed, as so many 
times in the past, to the furtherance of legislation that will aid in the 
production of more and better homes for all Americans. 

I would like to submit as an appendix to this statement some mate- 
rial which the National Association of Home Builders has prepared 
over recent weeks, which may prove helpful to the committee in con- 
sidering the legislation now pending. 
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(The information is as follows :) 


APPENDIX 


STATEMENT OF NATIONAL ASSOCIATION OF HOME BUILDERS ON H. R. 5827 AND 
RELATED HOUSING LEGISLATION 


NATIONAL ASSOCIATION OF HOME BUILDERS OF THE UNITED STATES, 
Washington 6, D. C., April 5, 1955. 
Mr. ALBERT M. Co_Le, 
Administrator, Housing and Home Finance Agency, 
Washington 25, D.C. 

DEAR Mr. Cote: You have requested the views of the National Association of 
Home Builders as to the basic structure of the Federal Housing Administration 
and have asked us to cover a list of questions entitled “Major Questions on FHA 
Mutualization Proposals.” We are glad to have this opportunity. 

The FHA concept has proven an outstanding success for more than 20 years, 
and we believe its basic pattern should not be amended in the absence of positive 
proof that any such amendment will be in the public interest. FHA operates en- 
tirely on private funds in its present framework at no direct cost to the Federal 
Government, and with only a remote contingent liability. 

Your early deadline and, to some extent, the nature of your questionnaire make 
it difficult in the time permitted to discuss the questions in the form outlined. 
We are, therefore, setting out our position in a manner which we believe covers 
the points raised by your questions and by the discussions at your meeting on 
March 23. At the same time, we have had in mind the Hoover Commission Report 
on Lending Agencies; certain proposals which we understand have been, or are 
being, submitted to you by other industry groups, and the current public discus- 
sions on housing in the trade press and other media. 

In summary, the position of the National Association of Home Builders is as 
follows: 

I. Control of the policies and management of FHA must remain with the Fed- 
eral Government. FHA’s vitally necessary function could not possibly be per- 
formed by a private organization. 

II. The FHA should remain within the broad framework of the Housing and 
Home Finance Agency. Suggestions for replacing the present office of the FHA 
Commission with a bipartisan five-man board may have merit and should be 
explored. Other FHA personnel should be under a protected Career Service. 

III. We believe the reserves of the FHA are adequate in light of the value of 
the real estate insured, and its soundly conceived debenture system of payment. 

IV. Full Federal guaranty of FHA debentures is necessary, desirable and in 
the public interest. 

Vv. We see no present need for revision of the FHA insurance plan, nor do 
we see any substantive merit in the proposals for coinsurance, insurance by 
FHA of the top portion of the loan and similar so-called share-the-risk schemes. 

VI. We seen no reason to change our position on the terms of the Housing 
Act of 1954, and strongly urge their continuance. 

In the following pages, these points are examined in more detail. 

In our review of the current problems, we have been guided by the princples 
expressed by this association to you, as chairman of the President’s Advisory 
Committee on Government Housing Policies and Programs, in recommendations 
submitted on September 29, 1953. The excerpts quoted below from those recom- 
mendations still express our fundamental views: 

“* * * by and large, the remarkable development of home building during the 
past 15 years into a modern, mass production industry would not have been 
possible except for the improvement and expansion of residential mortgage credit 
facilities based on Federal legislation. * * * 

“The National Association of Home Builders is firmly opposed to change for 
change’s sake. Any revisions in governmental policy, or in the structure and 
functions of the government agencies concerned must be extended carefully in 
the light of the complex home building industry and the housing needs of the 
public. We are deeply disturbed by certain approaches which seemingly would 
risk canceling out much of the attainments in housing of the past 20 years and 
would return the industry to its status of the 1920’s. 

There are evidences of a trend toward the type of financing which lead to dis- 
aster 20 years ago and which first caused the Federal Government to concern itself 
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in this area. Our first recommendation, therefore, is that great care be taken to 
avoid crippling those governmental functions which are vitally necessary to the 
continued production by this industry of homes in all price classes required by 
the market and in the volume needed to sustain prosperity. 

“It is only through production at a high level with emphasis on homes at a 
modest price that the needs of our customers can be met; that the home building 
industry can continue healthy; that mortgage lenders can continue to function 
safely and profitably; and, in fact, only in that way, in the last analysis, that 
the entire American economy can be maintained. * * * 

“Unquestionably, the most important factor during the past 20 years in the 
development of the home building industry into a modern, mass production in- 
dustry has been the FHA system of mortgage insurance. As originally conceived, 
this represented almost an ideal form of cooperation between Government and 
business, opening new horizons for the industry which it could not conceivably 
have reached by itself. FHA is simply an insurance fund so affected with the 
public interest as to require governmental control. By pooling mortgage risks, 
on a scale beyond attainment by a private lender or group of lenders, it affords 
a thoroughly sound method of providing consumer financing at low downpay- 
ments, and low monthly charges without which the average man, although a 
sound credit risk, would have difficulty in acquiring a home. 

“There has been considerable loose talk to the effect that FHA should be pri- 
vately owned. FHA, of course, is privately financed since it operates on moneys 
derived from fees for its services and its insurance is increasingly backed by a 
reserve found set aside out of its income. Actually, the only Government funds 
involved are the comparatively small amounts originally appropriated to FHA 
to start its several insuring funds which FHA, under legislation enacted a few 
months ago, is rapidly repaying. It is understood that at the end of the current 
fiscal year these amounts will have been entirely repaid and FHA will then be, 
in fact, privately owned.’ We think it clear that an institution such as FHA 
could never be privately owned in the sense that it could be privately operated 
without Government control and supervision and Government appointment of its 
head. 

“Upon completion of repayment of Federal funds, the Government’s financial 
commitment, insofar as FHA is concerned, will be reduced to the contingent 
obligation on its guarantee of debentures issued by FHA in return for defaulted 
properties. At that time, FHA will be in exactly comparable position with the 
home loan bank system (which has the right to resort to the Federal Treasury to 
the extent of $1 billion to sell its debentures) in the sense that both agencies will 
then depend on governmental support to assure their ultimate financial sound- 
ness, but only ultimately and conditionally. We believe that this indirect method 
is a proper and a fitting way for the Federal Government to perform its function 
of assuring the soundness of the Nation’s mortgage credit systems. * * *” 


I. SHOULD FHA BE REPLACED BY A PRIVATELY CONTROLLED ORGANIZATION ? 


We believe the answer clearly is no. 

The indicia of private ownership are: (1) The use of private funds rather 
than Government appropriations; and (2) management and control. 

1. Use of private funds.—FHA is already purely a privately financed institu- 
tion. We are puzzled by the consideration being given to the elimination of 
publicly appropriated funds from the FHA operation. For more than a decade 
FHA has been entirely self-supporting. 

FHA’s income from fees and insurance premiums provides its operating funds, 
pays current losses, and has accumulated steadily mounting reserve funds (now 
close to $400 million). In 1954, it completed repayment of all the funds origi- 
nally advanced by the Federal Government to enable FHA to commence busi- 
ness, totaling $65 million plus $20 million interest. In addition (out of current 
funds) it has called for retirement a substantial portion of its own outstanding 
debentures issued in payment of its insurance obligations. 

FHA does not require cash to meet its obligations which are payable in long- 
term debentures. The Federal Government is not called upon to provide it with 
funds. The Federal credit is involved in its operation only in the fact that its 
debentures are ultimately federally guaranteed when issued. (Resort would be 
had to the Federal Treasury.) Only if (a) the defaulted properties themselves 


1 This has since been accomplished. 
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do not provide sufficient funds to pay off on maturity the debentures issued 
against them; and (b) FHA’s reserve funds are not sufficient to meet any such 
debenture obligations. This is more fully discussed under II below. 

2. Management and control.—Since we are firmly convinced that a mortgage 
insurance operation is essential to the soundness of the residential mortgage 
credit structure, and since mortgage credit is of such obviously fundamental 
importance to the national economy, we are convinced that ultimate control of 
the policies and management of FHA must be in the Federal Government (your 
question I-a). 

The mortgage credit problems of the past several years (including financing 
homes under war conditions and during the acute postwar shortage; providing 
financing during the “cold war”; and the present problems presented by high 
volume production sharply illustrate the complete impossibility of permitting 
such a basic credit activity to be carried on by a purely private institution. 
The latter must necessarily establish its policies in such fashion as to produce 
the greatest possible gain for its owners rather than concern itself first with the 
national interest (your question III-b). 

Moreover, since we believe that there must be eventual resort to the Federal 
Government to “back stop” the FHA debentures, it necessarily follows that the 
Federal Government must control FHA (your question I and I-a). Detailed 
answers to your questions I-b (1 and 2) are, therefore, unnecessary. 


II. FHA’S STRUCTURE AND ORGANIZATION 


While we do not believe it in the public interest to relinquish Federal control, 
we do agree that it is essential that the agency be treated as nonpolitical. There 
may well be merit in the idea of replacing the office of FHA Commissioner with 
a representative 5-man board appointed for staggered terms of at least 5 years 
with the provision that not more than 3 members of the board at any one time 
could be from the same political party. Certainly it is worth serious study. 
Every other job in the agency, including State directors, should be a career job 
under civil service, with salaries to commensurate with their responsibilities. 

We should also like to emphasize at this time that we are opposed to frag- 
mentation of the Housing and Home Finance Agency. We believe that the 
problems with which FHA, home loan bank, and FNMA are supposed to deal 
are so interrelated as to require affiliation of these agencies in a single grouping. 
As previously stated, we believe that mortgage credit policies and Federal fiscal 
and credit policies react upon each other to such an extent as to require a single 
coordinated Federal housing policy expressed in Government councils by the 
head of a single agency (your question III-b). 


Ill, ARE FHA RESERVES SUFFICIENT? 


We believe the answer definitely is yes. 

In order to answer this question, the contingency against which the reserves 
are estimated must first be clearly appraised. The FHA reserve fund is not de- 
signed to protect against the incidence of foreclosure itself. It is, therefore, not 
comparable to reserve funds of individual lending institutions. These must, 
at all times, be prepared to pay off their depositors, even though income from 
investments has ceased and capital is temporarily frozen in foreclosed properties. 

In addition to the dollar assets in its reserve funds, FHA has a huge hidden 
reserve in (a) the value of the real estate securing loans insured by it; and 
(b) time, provided by its unique and soundly conceived debenture system, for 
favorable liquidation of that real estate. 

It may be recalled that the FHA was established in 1934 when the default 
experience of the great depression was fresh in mind. As against the possibility 
of a similar widespread catastrophe in the future, the National Housing Act 
provided that FHA insurance would be paid—not in cash—but in debentures, the 
long-term maturity of which (as of today, 20 years from the date of the insurance 
of the mortgage) is designed to afford ample opportunity for the market to 
recover and thereby to enable FHA to liquidate the defaulted properties under 
favorable conditions. 

The contingent liability of the Federal Government upon its guarantee of 
FHA debentures arises only in the event that (a) the proceeds of the disposition 
of the real estate; (b) FHA’s income; and (c) FHA reserve funds all prove 
insufficient to pay interest or to meet payment of the principal of maturing 
debentures. 
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The extent of the Government’s contingent liability has been rather loosely 
stated to be the entire amount of outstanding FHA insurance at any particular 
time. However, the Treasury could not conceivably be called upon to pay more 
than a small fraction of its total. In this sense, the contingent liability of FHA 
and the exposure of the Treasury is very much akin to the contingent liability 
assumed under the Federal deposit insurance plan which, expressed in terms of 
total deposits insured, was $106 billion (as of December 31, 1953). Surely it 
would not be seriously maintained that FDIC would ever be called upon to pay 
the entire amount of insured deposits. It seems to us that better public (and 
perhaps even congressional) understanding of this point should be developed. 

The experience of thé Home Owners Loan Corporation has amply proven the 
soundness of the theory of affording time for liquidation. HOLC took over what 
were the worst loans at the depth of the greatest depression we have ever known 
and, by holding the properties until conditions improved, gradually liquidated 
them at a substantial profit. 

Except for HOLC experience in liquidating defaulted properties, there is noth- 
ing comparable to draw upon as the basis for an actuarial determination of FHA 
reserve policy. Certainly, in previous periods of mass mortgage defaults, there 
was nothing like the cushion provided by the FHA debenture system which would 
make possible a deferment for a considerable period of time of payment on the 
defaulted mortgage. Under these circumstances, taking into account all the 
safeguards of the reserve and debenture system, it appears that actuarial deter- 
mination of the proper level of FHA reserves (and consequently of the amount 
of premium to be charged) is a difficult, if not impossible task. 

There is absolutely no proof, insofar as we can determine, to support the asser- 
tion that FHA reserves are insufficient and that therefore the FHA insurance 
premium should be increased. We frankly question whether this suggestion, 
coming from sources which have resisted the FHA program since its inception, 
is based on a proper concern for the soundness of the FHA operation or rather 
springs from a desire to minimize—and if possible destroy—by attaching condi- 
tions which could make its use unnecessarily expensive to the home buyer. 

We are further confirmed in this view since some of the principal sources of 
the suggestion of a higher insurance premium are, at the same time, strong advo- 
cates of Veterans’ Administration guaranteed loans for which no premium at all 
is charged and which are payable in cash directly out of the Federal Treasury 
upon default, without benefit of the FHA deferred debenture payment plan. 

Perhaps some comparison can also be made to the insurance provided by the 
Federal Deposit Insurance Corporation and the Federal Savings and Loan Insur- 
ance Corporation, Payments out of the reserve funds of these agencies are offset 
by realization on the assets of the insured institutions. Compared to FHA re- 
serves of 2 percent, the reserve funds of FDIC are only 1.39 percent of its obli- 
gations and those of FSLIC only 0.68 percent. 

It should be noted that FHA has met its losses to date out of income. To 
seriously impair its reserves would involve a mortgage collapse far more exten- 
sive than anything we have ever experienced. Such an eventuality would have 
such far reaching consequences to our entire economic structure as to dwarf into 
insignificance any question of adequacy of FHA reserves. 


IV. FULL FEDERAL GUARANTY OF FHA DEBENTURES IS NECESSARY 


The requirement of Federal guarantee of FHA debenture is unquestionably 
necessary to render FHA’s entire operation effective. This contingent guarantee 
is required by lenders for the same reason that the home loan bank is “back- 
stopped” by the right to resort to the Treasury to the extent of $1 billion. Both 
are guarantees of the ultimate soundness of the system. On this point, note 
Senator Capehart’s remarks (Congressional Record, March 18, 1955, p. 2660) in 
his explanatory statement on 8S. 1501: 

“In order to interest private capital, it appears essential that either the full 
faith and credit of the United States or a guaranty of the United States be 
behind all debentures issued by the Commissioner in payment to the mortgagee 
in the event of default. 

“T have been informed that this matter has been explored fully and thoroughly 
with the big insurance companies and others on several occasions and that they 
insist on one or the other requirement.” 

In any major economic crisis, the Government (whether or not its liability 
had been previously expressed) would obviously feel called upon to bear eventual 
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responsibility for the soundness of its financial system. In 1929 and the years 
following, the Federal Government, without any previous obligation to under- 
write home mortgages, or insure bank deposits, nevertheless, accepted those 
responsibilities as necessary in the public interest. 


Vv. SHALL THE INSURANCE PLAN BE REVISED? 


We think the answer is clearly no. 

Although your questions do not touch on this point we have seen proposals 
which suggest modification of FHA’s proven insurance formula. These are 
rather plausibly advanced under the argument that “the lender should share 
the risk.” None we have seen or heard about would permit FHA to perform 
its function satisfactorily. 

Further, we are convinced that anything other than the present pattern of 
FHA insurance of the loan would require a cash payment on default—and 
require abandonment of the debenture system which, as stated above, is the 
foundation of FHA’s financial soundness. 

We are vigorously opposed to any attempt to modify the FHA insurance sys- 
tem unless and until it clearly and affirmatively appears that such modification 
would improve, rather than impair or destroy FHA’s effectiveness. The pres- 
ent FHA system of insurance is, in our opinion, far superior to a system which 
would either guarantee the top portion of a loan or insure a portion of a lender’s 
portfolio. 

FHA has proven over 20 years that its formula constitutes a happy merger of 
private enterprise and Government cooperation. Its catalytic action has been 
the predominant factor in developing, to the benefit of the American home buyer, 
the greatest and most efficient private enterprise, home-building industry the 
world has ever seen. 

The experience of other countries confirms our view. The FHA insurance 
system has been the envy of the civilized world. Representatives of numerous 
countries have come to the United States to study it. Canada, after some years’ 
unsatisfactory experience with a system of governmental participation in the up- 
per portion of each loan, about a year ago amended its act to provide a Canadian 
equivalent of FHA. Wedo not think this country should lightly discard its proven 
pattern to seek schemes that have been discarded elsewhere. 





VI. ARE FHA MORTGAGE TERMS TOO FAVORABLE ? 


We think the answer is decidedly no. 

We have heard considerable discussion of alleged excessive credit terms. 

We are perhaps more interested than any other group in maintaining a stable 
sales market and stable mortgage conditions. Our members would be most 
seriously affected by the aftermath, if there were overbuilding and credit abuses. 

We see no reason at this time to alter our views in favor of low downpayment, 
low monthly charge loans, as fully set forth in our testimony in support of the 
Housing Act of 1954. Our position on this subject, we believe, is well known to 
you. 

We believe that present housing production is sound. The recent Federal Re- 
serve Survey of Consumer Intentions strongly supports this view. As you 
know, it shows that a higher proportion of consumers than ever before intend to 
buy houses in 1955 and that housing demand should continue at least well into 
1956, which was as far as the study went. 

Mortgage credit, particularly for low downpayment loans, is not presently 
as readily forthcoming as is generally believed. The natural forces of supply 
and demand are already acting to curtail mortgage credit and to increase down- 
payment requirements. We believe the action of the market itself is already 
correcting any tendency toward excess credit. We are confident that private 
lenders can be relied on to take necessary corrective steps without legislative 
action. 

As set forth in our testimony before the House and Senate Banking and Cur- 
rency Committees during consideration of the Housing Act of 1954, we feel that 
there is available in FHA adequate machinery to avoid overstimulation of the 
market. It can (and, in fact, sound underwriting requires that it must) diminish 
the number of commitments which it will issue in any local market area or for 
any types of housing which its local offices consider approaching saturation. This 
type of selective action is normally taken by private lending institutions and is, 
in our view, the appropriate way to avoid any overbuilding. It is far preferable 
to centralized action to reduce mortgage terms. 
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We do not believe that the soundness of a loan is automatically measured by the 
amount of the downpayment or that a slightly higher downpayment protects the 
buyer against the hazards of the future. The amount of cash which a buyer 
must provide at closing is, of course, not limited to the downpayment itself, but 
in the typical case includes from $250 to $500 in closing costs and prepaid ex- 
penses. As you know, majority opinion in the NAHB favors requiring that such 
closing costs not be included in the loan. 

An analysis of current mortgage financing would reveal, we are certain, that 
today’s high housing volume reflects primarily the availability of mortgage money, 
particularly for veterans financing in the last half of 1954 rather than the Hous- 
ing Act of 1954. It was the pressure of investment funds seeking productive out- 
lets in a period of business recession, not Federal legislation, which made possible 
the high flow of funds into 1954’s mortgage market. 


MISCELLANEOUS QUESTIONS ON YOUR LIST 


We know of no other alternative to special-purpose programs (such as sec. 
220, Military and Defense Housing) if these types of need are to be met by the 
private enterprise system. 

With respect to the legal questions raised in your list, we believe that substan- 
tial change in the FHA would cast doubt upon the ability of lending institutions 
to buy mortgages insured by the revised organization unless and until State 
enabling acts were substantially revised. Such process normally takes a minimum 
of 2 years, during which time housing production necessarily would suffer. 


CON CLUSLON 


As you have gathered from the foregoing, we are concerned lest mortgage fi- 
nancing be returned to the system of high interest rate, low percentage loans pre- 
vailing prior to 19384—a system with weaknesses which were vividly demonstrated 
25 vears ago. The proposals we have read tend in that direction. 

Respectfully, 


EArt W. SMITH, President. 


P. S. We are enclosing for your information some materials we have recently 
prepared on the current home building and mortgage situation. 


NATIONAL ASSOCIATION OF HOME BUILDERS OF THE UNITED STATES, 
Washington, D. C., April 11, 1955. 
Senator JoHN J. SPARKMAN, 
Senate Banking and Currency Committee, 
United States Senate, Washington, D.C. 

My DEAR SENATOR SPARKMAN: We have given very careful consideration to 
your letter of March 29, 1955, expressing concern over statements from certain 
sources with respect to overbuilding and excessive credit in the housing industry. 
As spokeman for the home-building industry, we welcome your request for our 
views. 

Basically the National Association of Home Builders believes that the needs 
of the Nation as well as industry are best served by a high and stable level of 
home building. We reject completely the boom-and-bust approach realizing that 
our members would be among the first to suffer from its effects. 
think those terms completely inapplicable to the present situation. 

Today’s level of home building is in keeping with our healthy and growing 
economy. The high level of business activity in the first quarter, and the good 
outlook for the future; the size of our housing need and the current market 
demand, taken together with the sound state of the housing credit structure fully 
sustain the 1.2 to 1.3 million unit volume forecast for 1955. 

This association is vitally concerned with industry planning for tomorrow as 
well as today. We would certainly share in any alarm as to current building or 
credit conditions, were we convinced that such alarm was warranted. We are 
not. 

We have, ef course, been aware of the type of comment on building volume 
and mortgage debt quoted in your letter. While we certainly share your con- 
cern that the entire subject be carefully and thoroughly considered to be sure 
that the situation is properly understood, we decidedly disagree with the view 
expressed by Mr. Eccles and Dr. McKinley. It seems appropriate to note that 
at least equally eminent authorities in the field of home construction and financing 
as those gentlemen support our views. 


Moreover, we 
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We refer among others to the Chase National Bank of New York and First 
Federal Savings and Loan Association of Chicago (both of whose comments on 
mortgage debt are quoted elsewhere in this letter) and to recent statements by 
Mr. George C. Johnson, president of the Dime Savings Bank of Brooklyn; Dr. 
George Cline Smith, economist for the F. W. Dodge Co.; and the Chamber of 
Commerce of the United States. Excerpts from these latter statements are at- 
tached (exhibit I to attachment). 

Our views on these questions may be summarized as follows: 

I. Today’s home building volume is clearly sustainable on the basis of both 
market demand and the housing need. 

II. The overall pattern of today’s mortgage financing—with low downpay- 
ment, low carrying charge, low interest rate and level payment amortization 
loans—is sound and realistic. 

III. The home mortgage debt is sound, and is in line with the debt-carrying 
capacity of homeowners who have proven to be good mortgage risks. 

IV. The FHA concept of mortgage insurance is sound. We are opposed to 
any changes, in the absence of a clear showing that such changes would be in 
the public interest. 

V. The Housing Act of 1954 has not yet contributed in a major degree to 
today’s volume of home building, and its terms are not now an important factor 
in recent mortgage credit extensions. As a matter of fact, FHA volume has 
declined recently. 

VI. The increasing home building volume of recent months reflects primarily 
last year’s mortgage conditions. Today’s mortgage market is sharply changed 
from last year and funds for future building are tighter. The seasonally ad- 
justed annual rate figures on housing starts to date may well be misleading. 

VII. Adequate machinery already exists in the industry and in the Govern- 
ment agencies to avoid overbuilding in local markets. 

VIII. Current housing and tax legislation do not encourage production of mod- 
erate priced rental housing. 

IX. A good start has been made on the job of providing better housing oppor- 
tunities for all Americans, through soundly conceived financing practices and 
improved building techniques. It would be a major social and economic catas- 
trophe at this time to place obstacles in the way of an increasingly better perform- 
ance of that job. 

The attachment discusses in some detail the above points. 

The policy statement adopted at our convention in Chicago in January sum- 
marized these views sometime before this subject attained its present prominence. 
We are attaching a copy of that statement for your consideration (exhibit 2 to 
attachment). 

Very sincerely yours, 
(Signed) Ear. W. Situ, President. 


I. TODAY’S HOME BUILDING VOLUME IS CLEARLY SUSTAINABLE ON THE BASIS OF BOTH 
MARKET DEMAND AND THE HOUSING NEED 


The volume of housing starts during the first quarter of 1955 is neither surpris- 
ing nor disproportionate in the light of generally improved business conditions. 
Consumer income, gross national product, automobile production (to name only 
three indicators) are close to the highest levels in history. 

If we were overbuilding, the home building industry would certainly be the first 
to know it. Yet reports from our members indicate that the current sales are 
good and are expected to continue good. Certainly, if overbuilding were occur- 
ring vacancies would increase. However, the most recent vacancy survey un- 
dertaken by the National Association of Real Estate Boards in the fall of last 
year, a survey of its 274 local boards, states: 

“Overall vacancy rates in most cities did not rise appreciably during 1954. 
Although sufficient new dwelling units were added to the inventory to create some 
elbow room * * * supply and demand interacted to maintain habitable vacan- 
cies at a relatively low level * * *.” 

The survey concluded with a forecast that most boards expected but little change 
in rental market conditions. Further study of vacancies is underway by the 
Census Bureau, which will soon throw additional light on this important subject. 

The most recent Federal Reserve Board Survey of Consumer Intentions, pub- 
lished in the March 1955 issue of the FRB Bulletin, reported that the percentage 
of consumers planning to buy homes in 1955 was 9.6—the highest proportion since 
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these studies were initiated in the postwar years. The study further reported 
that this demand should extend into 1956—which was as far as the study went. 
The underlying reasons for this continuing demand fall largely into these 
categories : 

A. Population pressures : 

1. Birthrates are phenomenally high. There were 4.1 million babies born last 
year and that figure will probably be exceeded in 1955. Many of these births 
are third, fourth, and even fifth children in the family. 

2. We are now adding close to 3 million people a year to our population which, 
at the beginning of 1955, was 163 miliion. We should have about 190 million people 
in this country by 1965; as compared with 1940, this would mean an increase of 
close to 60 million people in one generation, or a gain of more than 45 percent 
over the 1940 total. 

3. Ours is a restless population. The Census Bureau reports that approxi- 
mately 30 million Americans change addresses each year. This is about 9 million 
families, and 1.5 million of them move into different States. Much of the migra- 
tion is into the coastal States in the Southeast, to the Southwest and the Pacific 
States; these areas which show the greatest rate of population growth in recent 
years also show the greatest volume of new housing. Thus it is apparent that 
much of the movement is into areas of housing shortage, and to that extent, it 
swells the housing demand. 

B. American incomes and living standards are rising constantly. The median 
income for nonfarm families in 1953 was $5,300, the United States Commerce 
Department reported, and 55 percent of all nonfarm families had incomes of 
more than $5,000. As family income rises, it is a normal human tendency to seek 
better housing. A large part of the present housing market is based on this 
“upgrading” process by families who need and are now able soundly to finance 
better homes. It is worthy of note that according to the 1950 census, two-thirds 
of the existing housing is 25 or more years old, and at least 7 million nonfarm 
houses are either dilapidated or lack indoor plumbing. 

C. Current financing terms and soundly conceived mortgage practices have 
done much to make good quality homes available to moderate income families 
and thus have expanded the market. 

D. Today’s houses are better designed, better built, better buys. And these 
changes in design and improvements in quality are important factors in stimu- 
lating consumer demand as many another industry has found out. 

It is true that household formations are declining, as was expected after the 
immediate postwar upsurge of marriages. But in today’s maket, this is not the 
major source of housing demand. Family formations are only a part of the de- 
mand for new housing. In this connection, the following quotation from the 
January 1955 News Letter of the National City Bank of New York, is pertinent. 

“Today it is generally the people who already have a house or car or home 
appliances who are the heart of the market for a new version. The housing boom 
is kept going, to a considerable degree, by families who want larger, better, 
more modern homes in suburban areas, not—as was the case in early postwar 
years—the newly formed families who wanted any sort of moderately priced 
shelter.” 

In any event, based on the latest data available (April 1954), the number of 
new nonfarm household formations since World War IT still totals 700,000 
more than the number of new nonfarm housing units constructed. 

We believe the need for more and better housing is indisputable. The current 
high rate of home building still falls short of even the minimum need, as esti- 
mated by competent Government and private authorities. In this connection, 
in testifying on the 1954 housing bill, we presented data indicating a minimum 
overall housing need for new homes of 1.4 million annually between 1954 and 
1960, and stated that in the sixties need would rise sharply with increasing 
family formation. It is our understanding that other needs estimates considered 
by the committee were in the same range of magnitude or even greater. 

If we fail to upgrade the general level of the housing of our people now, 
when the relatively low rate of new household formations gives up this oppor- 
tunity to do so, we will find ourselves once again facing a desperate housing 
shortage in the 1960’s, when the war babies of the 1940’s will be forming families 
of their own in unprecedented numbers. 
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II. THE OVERALL PATTERN OF TODAY’S MORTGAGE FINANCING—WITH LOW DOWN- 
PAYMENT, LOW CARRYING CHARGE, LOW INTEREST RATE AND LEVEL PAYMENT 
AMORTIZATION LOANS—IS SOUND AND REALISTIC 









We see no reason to alter our views in favor of low downpayment, low monthly 
carrying charge loans, as fully set forth in our testimony in support of the 
Housing Act of 1954. It is this type of loan, which, in our opinion, is the greatest 
single force in making effective a mass housing market. 

We do not believe that the soundness of a loan is automatically measured 
by the amount of downpayment, or that a slightly higher downpayment protects 
the buyer against the hazards of the future. 

The important considerations in any mortgage are that the property be a 
good business risk and that the borrower be able, under foreseeable conditions 
to carry the monthly payments and repay the loan. In both the Government 
agencies (FHA-VA) and in the lending institutions emphasis is placed on these 
factors. In view of this, the only thing that need give us real concern is in 
the event of severe unemployment and depression. In that case, a few additional 
percentage points on the loan would be no great protection. In this connection 
it should be emphasized that the amount of cash which a buyer must provide 
at closing on today’s housing is, of course, not limited to the downpayment 
itself, but in the typical case includes from $250 to $500 in closing costs and 
prepaid expenses. 

There is, of course, the possibility of some abuse where these closing costs 
are absorbed in the loan. In recognition of this possibility, NAHB’s Board of 
Directors, at our January 1955 convention, took the position that the buyer 
should pay such closing costs in cash and that they should not be covered in 
the mortgage. 

Compare today’s mortgage practices with those prevailing in the 1920’s. Most 
mortgages in those days were not amortized, but were written for short periods 
of time and with exceedingly high interest rates. The entire sum came due at 
one time, and while it could be renewed if economic conditions were good, each 
renewal involved costly fees and discounts. In bad times, the borrower simply lost 
his home. In the 1920’s many home buyers were forced by circumstance to obtain 
funds for the equity required through second mortgages for which they paid 
excessive discounts. Through use of such mortgages many home buyers in those 
years were able to buy a house without any equity but with excessive interest 
and at appalling terms. Thus, the no-downpayment loan is not a recent innova- 
tion and was frequently encountered in the 1920’s under far less sound lending 
conditions. 

Today there is “single stop” mortgage financing, at much lower interest rates, 
paid off on regular monthly payments and over a long period of time. It should 
be obvious that the average home buyer has immeasurably improved his situation 
and ability to pay off his mortgage. 

Another factor meriting attention is that most mortgages during the earlier 
period were made by lenders in their own communities. Today, reflecting the 
influence of the FHA program, more and more loans are made all over the coun- 
try by lenders, with infinitely greater resources, located in the financial centers 
in the Northeast and elsewhere. This increasingly national aspect of mortgage 
financing means a much better flow of credit and a sounder foundation for the 
entire mortgage structure. 





III. THE HOME MORTGAGE DEBT IS SOUND 


CAPACITY 





AND IS IN LINE WITH THE DEBT CARRYING 
OF HOME OWNERS WHO HAVE PROVEN TO BE GOOD MORTGAGE RISKS. 





The First Federal Savings and Loan Association of Chicago, in its publication, 
Savings and Homeownership, February, 1955, made a comprehensive analysis 
of the debt situation. “The enormous and rapid increase in individual debt, and 
particularly in mortgage debt, has prompted many students of finacial affairs 
to express concern over the soundness of our real estate financing structure, 
and to worry lest such ‘top-heavy’ debt collapse one of these days, and bring 
financial stress to many borrowers and lenders alike,” the analysis said. “If 
such a possibility should in fact exist, it would be a serious matter. The facts, 
however, do not seem to support such an alarming conclusion.” [Italics 
supplied. ] 

What are the facts? 

A. Overall mortgage debt.--Overall mortgage debt at the end of 1954 (includ- 
ing both farm and nonfarm and other types of private mortgages) was about 
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$111 billion. This is 37 percent of national income, a lower proportion than in 
either 1940 or 1930, as the following figures show : 





Mortgage 
Overall mortgage | .-.,; : | debt as 
Nation: some 
debt National income | percent of 
income 





$111, 000, 000, 000 | $299, 000, 000, 000 | 
36, 500, 000,000 | 86, 100, 000, 000 
47, 100,000,000 | 75,700, 000,000 | 
| | 











Thus national income has increased at a much faster rate than mortgage debt, 
which would indicate that the economy is certainly in as good, if not better, 
shape to carry this debt than it has been at any time in the past 25 years. 

B. 1- to 4-Family nonfarm homes.—The 1- to 4-family nonfarm residential por- 
tion of the mortgage debt has increased at a slightly faster ratio than has the 
overall disposable income of the consumers who carry that debt. 

For the 1- to 4-family nonfarm-home portion of the mortgage debt the figures 


Mortgage 
debt as 
percent of 
income 


r Over: age 
Year I verall mortgage 


debt National income 





$75, 200,000, 000 | $253, 000, 000, 000 29.6 
45, 100, 000, 000 206, 100, 000, 000 
17, 300, 000, 000 76, 100, 000, 000 
18, 900, 000,000 | 74, 400; 000, 000 














C. Consumers living in mortgaged homes have far greater share of consumer 
income than in 1940.—However, this analysis by itself ignores the vast increase 
in the number of consumers who carry that debt, as the following table indicates : 





1950 








Owners occupied nonfarm home with some mortgage debt____.___- __| 9.9 million_____} 4.8 million. 

Percent of such homes to all nonfarm households. -___-- | 25 percent | 17 percent. 

Dollar share of such families in consumer disposable income assuming an | $47 billion__.__| $10.4 billion. 
average distribution of consumer income among all households. 

— home mortgage debt as percent of assumed income of these | 96 percent 166 percent. 
amilies. 





The last figures merit repeating. The mortgage debt is only 96 percent of the 
income of 1950’s families living in their own homes, as compared to 166 percent 
in 1940. While there are no data beyond 1950, it seems reasonable to assume that 
this trend has continued. 

There is another important element worthy of attention. The number of 
families responsible for payment of the mortgage debt more than doubled be- 
tween 1940 and 1950. What this means is that there is a far broader base for 
carrying the home mortgage debt in 1950 than in 1940, Families living in their 
own mortgaged homes in 1950 had a much greater proportion of total consumer 
income than the same category of families had in 1940. 

Here is how the Chase National Bank of New York in an article on Public and 
Private Debt which appeared in the January 1955 issue of Business in Brief, 
sums up the present mortgage debt situation : 

“* * * mortgage debt is in far sounder shape today than in the past. Interest 
rates are lower. Amortization is almost universal. Burdensome secondary 
mortgages have been eliminated. And repayment periods are longer. Thus the 
total amount of mortgage is rarely subject to immediate call or default today. 
In addition, extensive Government guaranties are designed to provide strong 
insurance against the kind of financial panic which led to widescale mortgage 
liquidation in the early 1930's.” 
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T'oday’s homeowners are good mortgage risks 


With the foreclosure rate during 1954 running at about 3 per 1,000 mortgaged 
properties compared with 11 in 1940, it is evident that homeowners are, by and 
large, good mortgage risks. FHA section ‘ 203 loans in default at year’s end were 
only 0.5 percent of the total outstanding. VA has paid claims on slightly more 
than 0.5 percent of the 3.6 million loans closed. There has been no evidence to 
indicate that the delinquency problem on homes financed under liberal terms is 
seriously different than delinquencies on other types of loans. 

In a national delinquency survey published on January 26, 1955, the Mortgage 
Bankers of America reported : 

“Mortgagors are making a remarkable record in keeping their loans current 
* * * | Based upon data from more than 1,700,000 MBA loans, the showing of 
delinquencies is as follows 

“GI: Displayed the gre: itest drop in delinquency rates of all loans from a year 
ago: only 2.18 percent delinquent 1 month, 0.46 percent for 2 months, and 0.22 
percent for 3 months. 

“FHA: Insured loans delinquency rate is identical to last year: 1.92 percent 
delinquent 1 month, 0.30 percent for 2 months, and only 0.15 percent for 3 months. 

“Conventional : They also show an improvement over a year ago: 1.38 per- 
cent, 0.52 percent, and 0.18 percent for 1, 2, and 3 months, respectively. 

“Significance: Our current survey again emphasizes the stability of today’s 
mortgage borrower and his willingness and ability to pay * * *.” 


[Italics sup- 

plied.J 

IV. THE FHA CONCEPT OF MORTGAGE INSURANCE IS SOUND. WE ARE OPPOSED TO ANY 
CHANGES IN THE ABSENCE OF A CLEAR SHOWING THAT SUCH CHANGES WOULD BE 
IN THE PUBLIC INTEREST 


Although your letter made no specific reference to the FHA concept as such, we 
are disturbed at recommendations recently by the Hoover Commission and cer- 
tain lending sources for changes in the FHA. 

The FHA concept has proven an outstanding success for more than 20 years. 
Despite intimations to the contrary, FHA is now completely privately financed 
and has paid into the Treasury $85 million, which includes the initial Govern- 
ment investment of over $65 million, plus inter est. 

Much of this current attack on FHA takes the form of a solicitous concern for 
FHA reserves, and usually alleges, without supplying proof, that these reserves 
are inadequate. Such expressed fears are to be found, for example, in the Hoover 
Commission report of March 1955 on Lending Agencies (p. 27). 

These statements generally ignore the contingency against which the reserves 
should be projected. FHA reserves are not designed to protect directly against 
the incidence of foreclosure. Therefore, they are not comparable to reserve funds 
of individual lending institutions which must, at all times, be prepared to pay 
off depositors even though income from investments has ceased and capital is 
temporarily frozen. 

In addition to the dollar assets in its reserve funds, FHA has a huge primary 
reserve in (a) the value of the real estate securing loans insured by it, and (bd) 
in the time, provided by its unique and soundly conceived debenture system, for 
favorable liquidation of that real estate. 

The contingent liability of the Federal Government upon its guaranty of FHA 
debentures arises only in the event that (a) the proceeds of the disposition of 
the real estate; (b) FHA’s income; and (c) FHA reserve funds all prove insuffi- 
cient to pay interest or to meet payment of the principal of maturing debentures. 

To say that the Government’s contingent liability is the entire amount of out- 
standing FHA insurance at one particular time is true but misleading, since it 
is well-nigh inconceivable that the Treasury would be called upon to pay more 
than a small fraction of this total. In this sense, the contingent liability of FHA 
and the exposure of the Treasury is very much akin to the contingent liability 
assumed under the Federal deposit insurance plan which, expressed in terms of 
total deposits insured, was $106 billion (as of December 31, 1953). Surely it 
would not be seriously maintained that FDIC would ever be called upon to pay 
the entire amount of insured deposits. It seems to us that better public under- 
standing of this point should be developed. 

There is absolutely no proof, insofar as we can determine, to support the asser- 
tion that FHA reserves are insufficient and that, therefore, the FHA insurance 
premium should be increased. We frankly question whether this suggestion, 
coming from sources which have resisted the FHA since its inception, is based 
on a proper concern for the soundness of the FHA operation, or rather, springs 
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from a desire to minimize—and, if possible, destroy the effectiveness of the 
FHA—by attaching conditions which could make its use unnecessarily expensive 
to the home buyer. 

It should be noted that FHA has met its losses to date out of income. To 
seriously impair its reserves would involve a mortgage collapse far more exten- 
sive than anything we have ever experienced. Such an eventuality would have 
such far-reaching consequences to our entire economic structure as to dwarf 
into insignificance any question of adequacy of FHA reserves. 

The National Association of Home Builders has consistently supported the 
FHA concept and the continuing improvement of its services to the home buying 
public. Any revisions in governmental policy, or in the structure and functions 
of the Government agencies concerned should be examined carefully in the light 
of the complex homebuilding industry and the housing needs of the public. 

We are deeply disturbed by certain approaches which seemingly would risk 
canceling out much of the attainments in housing of the past 20 years and would 
return the industry to its status of the 1920’s. There are evidences of a trend 
toward the type of financing which led to disaster 20 years ago and which first 
caused the Federal Government to concern itself in this area. 

Unquestionably, the most important factor during the past 20 years in the 
development of the homebuilding industry into a modern, mass production indus- 
try has been the FHA system of mortgage insurance. As originally conceived, 
this represented almost an ideal form of cooperation between government and 
business, opening new horizons for the industry which it could not conceivably 
have reached by itself. FHA is simply an insurance fund so affected with the 
public interest as to require governmental control. By pooling mortgage risks, 
on a scale beyond attainment by a private lender or group of lenders, it affords 
a thoroughly sound method of providing consumer financing at low downpay- 
ments, and low monthly charges without which the average man, although a 
sound credit risk, would have difficulty in acquiring a home. 


Vv. THE HOUSING ACT OF 1954 HAS NOT YET CONTRIBUTED IN A MAJOR DEGREE TO 
rODAY’S VOLUME OF HOMEBUILDING, AND ITS TERMS ARE NOT NOW AN IMPORTANT 
FACTOR IN RECENT MORTGAGE CREDIT EXTENSIONS. AS A MATTER OF FACT, FHA 
VOLUME HAS DECLINED RECENTLY 


The Housing Act of 1954 became law in August 1954. Since that time, FHA 
starts, while reflecting the generally good market, have, in fact, declined recently 
in number as well as in proportion to the total, as the table below shows: 


Total units in 1 
Period BLS private 
Starts 


otal units in). nits in V A 
FHA starts |Starts (family 
= homes 
1954—July _ -- = 112, 25, 26, 810 
August 113, : 33, 251 
September 113, 25, 33, 938 
October : ae 105, 24, 33, 501 
November p 102, 26, 36, 037 
December 89, 21, 54: 29, 147 
January ot 87, 20, 26, 069 


February. : 88 28, 044 


FHA starts in the past year have ranged from 20 to 25 percent of all private 
starts, going as low as 19 percent in February, the smallest proportion in more 
than a year. This is clearly shown in the chart (attached as exhibit 3A) which 
reveals that while FHA fluctuated within a relatively narrow range, most of 
the impetus in new housing starts has come from the VA guaranteed loan pro- 
gram—which was not affected at all by the Housing Act of 1954, and which 
has been operating under provisions in effect for a number of years. 

As a matter of fact, there is some reason to be disappointed as to performance 
to date under that act, and it is clear that it will take more time than anticipated 
to see any substantial volume of new housing under either its urban renewal 
provisions, or the voluntary home mortgage credit program. The chart, attached 
as exhibit 3B, also, indicates that the volume of new business in the FHA pro- 
fram, as reflected by new units in applications, has been falling off from the 
high levels of a year ago, while the new VA business as reflected in units in 
appraisal requests has been moving upward steadily. 





Percent of all Private Starts 
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EXHIBIT 3A 





FHA AND VA STARTS AS A PERCENT OF ALL PRIVATE STARTS 
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EXHIBIT 3B 








‘ NEW CONSTRUCTION UNITS IN FHA APPLICATIONS 
& VA APPRAISAL REQUESTS 
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VI. THE INCREASING HOME BUILDING VOLUME OF RECENT MONTHS REFLECTS PRI- 
MARILY LAST YEAR’S MORTGAGE CONDITIONS, TODAY’S MORTGAGE MARKET IS SHARP- 
LY CHANGED FROM LAST YEAR AND FUNDS FOR FUTURE BUILDING ARE TIGHTER. 
THE SEASONALLY ADJUSTED ANNUAL RATE FIGURES ON HOUSING STARTS TO DATE 
MAY WELL BE MISLEADING, 


Last summer, when home building volume started upward, Barron’s Weekly 
said editorially (on June 21) “Much greater availability of mortgage money at 
lower rates is the basic explanation of the unbroken momentum of home 
building.” 

This explanation still holds. It should be remembered that this month’s 
housing starts reflect financing arrangements entered into some time ago. To- 
day’s volume, as already indicated, is very strongly influenced by the large 
number of starts under the GI program. These starts in turn, reflect the pressure 
of mortgage funds seking productive outlets during a period of business recession 





516 HOUSING AMENDMENTS OF 1955 


last year. As an example of the influence of last year’s business conditions on 
the mortgage market, business and commercial loans were down last year. Many 
insurance companies sold their Government bonds to commercial banks; the 
money thus freed when commercial banks could not make as many business loans 
as they can today, was available for mortgage investment. And the funds com- 
mitted at that time made possible much of the recent winter's increase in activity. 
Financing arrangement precedes starts 

This lag of months between initial arrangements and housing starts is a very 
important factor in the analysis of today’s markets. Those calling for action 
today, are, in effect, referring to a condition which no longer exists. 

The flood of 30-year no-down-payment money for GI’s buying homes today— 
which has attracted so much attention—reflects an ease in the money markets 
last year, not present conditions. It should be noted, moreover, that it is loan 
closings, under arrangements entered into months ago, which have risen so in 
the past few months, and which, we venture to predict, will decline in later 
months, on the basis of the tighter financing currently available for future home 
building. 

Mortgage money is tighter now 

There are potent indications that changes have already occurred. According 
to recent newspaper reports, a number of the largest lenders, including some of 
the large insurance companies are no longer in the market for 30-year no-down- 
payment loans. 

A survey several weeks ago by the Federal Reserve Board of mortgage lenders 
and builders reported a scarcity of money for 30 year GI no-down-payment 
money for future commitments, although a good supply was available for the 
current building, reflecting, as we have said, financing arranged months earlier. 

Reports from our members all over the country indicate that money is already 
tightening somewhat. Moreover, as general business conditions improve, de- 
mands for funds from other sectors of the economy compete with the demand 
for mortgage funds, and thus, may have a restrictive effect on the flow of new 
money into home building. 


Seasonally adjusted annual rate figures are misleading 


In discussing the 1954-55 winter volume, much has been made of the high so- 

ealled seasonally adjusted annual rates. These are the monthly starts totals 
p vane by the Bureau of Labor Statistics and adjusted on seasonal factors each 
month to give a yearly total. With all due respect to the developers of the 
seasonal index, it is suggested that this index should not be used as a firm indi- 
eator of the next 12 months’ production. A look at monthly volume over any 
period of months in recent years would clearly indicate a considerable variation 
with very few months—seasonally projected—coming close to the year’s total. 

For example, look at last year. Total private starts were 1.2 million, yet in 7 
of the 12 months the difference between the projected annual total for that 
month and the total for the year was more than 100,000. During the year, 
monthly totals, projected at seasonally adjusted annual rates ranged from a low 
of 1.056 million to a high of 1.473 million. Certainly, on the basis of last winter's 
production, it could not have been foreseen that 1954 would be so high a home 
building year 

We believe that the BLS itself will support the view that the index is not a 
reliable forecasting device. Our reason for dwelling on this matter at such 
length, is that much of the outcry of excessive building is based on the high 
annual projected from the building volume of the last few months. 


VII. ADEQUATE MACHINERY ALREADY EXISTS IN THE INDUSTRY AND IN THE 
GOVERN MENT AGENCIES TO AVOID OVERBUILDING IN LOCAL MARKETS 


The flow of mortgage funds into the market place is an extremely strong regu- 
lator of building volume. It also is a selective regulator in that private lending 
institutions appraise very carefully the markets in which they do their lending 
and only make their loans if convinced that such loans are sound and profitable 
for them. 

It must be remembered that there is actually no such thing as a single housing 
market, but rather hundreds, if not thousands of individual local markets. 

The assertion that the industry is overbuilding tends to ignore some very real 
and practical aspects of building operations. The thousands of relatively small- 
business men and producers who make up this industry are not likely to continue 
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for long building a product which they cannot sell. Nor, are lenders likely to 
ignore sound lending practices, and their responsibilities to their own investors 
by making unprofitable loans. As a matter of fact, there is an increasing 
tendency in the home building field for volume builders to put up several model 
houses, and then build in accordance with their sales. In this sense the volume 
is being paced more and more by its actual market demand. And this, of course, 
provides a strong built-in stabilizing influence. 

The Government agencies themselves have available, and have used, methods 
to prevent overbuilding in particular localities. For years, the FHA under- 
writing divisions in the various field offices, as part of their regular duties, have 
analyzed the market outlook in their localities. Each review of an application 
is also a review of whether the market will absorb the volume proposed. Also, 
when the situation requires, local FHA offices have taken action in their localities 
to diminish the number of commitments which will be issued in that market, 
or for certain types of housing. This is the same type of selective action nor- 
mally taken by various lending institutions on the basis of an appraisal of that 
specific market. 

These approaches are, in our opinion, the proper way to avoid overbuilding 
in particular areas. They are taken by builders, by lenders, by Government 
officials, on the basis of the conditions in that local market place. This is in 
direct contrast with certain proposals to place overall national controls on 
volume. Certainly, if city X is overbuilding, then the proper way to correct it 
is to cut back on home building in city X, not to issue sweeping regulations 
which change mortgage terms nationally. 


VIII. CURRENT HOUSING AND TAX LEGISLATION DO NOT ENCOURAGE PRODUCTION OF 
MODERATE PRICED RENTAL HOUSING 


With respect to your query on sales versus rental housing, it is our view that 
the production of a high volume of private rental housing requires a sound plan 
of liberal financing aids and under conditions encouraging both to the investment 
of short time risk capital for production as well as long-term equity capital 
investment. We do not think those conditions were met by the provisions of 
the Housing Act of 1954. 

The builder is essentially a producer. Were he to undertake to produce rental 
housing under terms which require a substantial long-term cash investment—as 
distinct from the investment of the services and values which he furnishes in 
production—he could not long remain a builder because his capital would svon 
be unavailable for any other activity. 

Meanwhile, experience has also indicated that equity investment, above the 
mortgage, needed for rental housing is not forthcoming from institutional or 
other nonbuilder sources. Under current legislation and market conditions, 
such investments are not sufficiently attractive, particularly when competing 
investment opportunities offer equally as good or better a return, with less effort, 
less risk, and far greater liquidity. 

Another factor is the capital gains tax law, which has been interpreted so that 
gains realized from investments by builders in rental properties are treated as 
ordinary income rather than capital upon later sale of the properties, no matter 
what the holding period. In addition, the Internal Revenue Code of 1954 (sec. 
312 (j)) further restricted to ordinary income the tax treatment of earnings and 
profits on projects with FHA insured loans, though not conventionally financed 
projects. 

The builder-investor, like any other businessman must examine business pro- 
posals in terms of the possible return after taxes for his time, effort, funds, the 
degree of risk, and the length of time before his cash investment is returned. 
Any careful examination of the current rules of the game—tay and housingwise— 
would convince the prudent investor that other types of investment offer better 
opportunities than rental housing. 

Since the Housing Act of 1954 was passed, FHA has received only 42 applica- 
tions for so-called project or rental mortgages, covering only about 3,820 units. 

In general, of course, the trend is toward homeownership. In 1954, rental 
housing was at the lowest proportion of total building that it has been in the years 
of this century in which records have been kept. Moreover, lack of encourag>ment 
for the type of financing necessary to produce moderate priced rental housing is 
accelerating the trend toward higher rents. According to press reports, what 
little new rental housing is being built is available only at high rents. In its 
issue of March 26, 1955, Business Week sums this up as follows: 
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* * * “Most builders would rather concentrate on single-family building. For 
one thing, the financing is much easier. FHA apartment funds have dried 
up. * * * Apartment construction now getting underway is financed chiefly with 
conventional money. This often requires better locations, a break on the price 
paid for the land, and higher rents.” [Italics supplied.] 


1X. A GOOD START HAS BEEN MADE ON THE JOB OF PROVIDING BETTER HOUSING OPPOR- 
TUNITIES FOR ALL AMERICANS, THROUGH SOUNDLY CONCEIVED FINANCING PRACTICES 
AND IMPROVED BUILDING TECHNIQUES. IT WOULD BE A MAJOR SOCIAL AND ECO- 
NOMIC CATASTROPHE AT THIS TIME TO PLACE OBSTACLES IN THE WAY OF AN IN- 
CREASINGLY BETTER PERFORMANCE OF THAT JOB 


In summary, we believe that today’s high volume gives the home building in- 
dustry a wonderful opportunity to upgrade and improve the housing conditions 
of the American people on a scale never before possible. None of the estimates of 
housing need (need not demand) is even as low as today’s allegedly excessively 
high volume of new housing. Our population is increasing at a rate far greater 
than anyone would have anticipated a decade ago. 

Under conditions of prosperity and with evidences on every side of the need 
and desire of the American people for better housing, it would be an economic 
and social catastrophe of the first order to place new major impediments in 
the way of the home building industry. The legislation already in effect has 
been carefully worked out over a considerable period of time and should be given 
the chance to perform the major task outlined for it. 

The allegations as to overbuilding and execessive mortgage lending come in 
many instances from sources which had been initially opposed to the develop- 
ment of the modern credit instruments which have made possible today’s modern 
large scale home-building industry. The arguments they have previously pre- 
sented have been thoroughly explored by the Congress in recent years in its 
discussions of housing legislation. On each occasion, recommendations to return 
to practices now obsolete have been rejected. 

If, in fact, maladjustments of credit and supply exist in any locality, adequate 
measures already exist for their correction through the application of sound 
business sense and machinery already available to the Government agencies. 

We are witnessing today a significant social change in the United States. In 
the past 15 years, homeownership has more than doubled, with more than 22 
million families or 56 percent of the nonfarm population owning their own 
homes, compared with only 41.1 percent in 1940. This increase, reflecting cur- 
rent mortgage financing practices and structure, has contributed largely to a 
more stable society and economy. Moreover, as many surveys show, homeowners 
are good customers, and the incidence of homeownership has been an important 
factor in the recent stimulation of retail trade. 

Since earliest times, freehold tenure of land property ownership for the aver- 
age man, was one of the magnets drawing settlers to this Nation from all over 
the world. Even as recently as 50 years ago, home or landownership was dif- 
ficult for the average man to achieve in most parts of the world. Today, in 
most Iron Curtain countries, and in others, homeownership and private property 
are penalized or forbidden. This country and our institutions will become 
stronger and prosper as more and more Americans own a share in it. Today’s 
improved mortgage practices and the housing legislation now in effect are im- 
portant sustaining forces in making “a home of my own” become a reality for 
ever increasing numbers of our citizens. 


ExHrsit 1-A 


(From a speech by George C. Johnson, president, the Dime Savings Bank of 
Brooklyn, N. Y., February 25, 1955) 


* * * T am becoming quite concerned with recent articles in newspapers and 
magazines to the effect that present financing for homes is too liberal, and that 
the Nation’s home-mortgage debt is too high. Some of these conclusions seem to 
be based on a superficial examination of insufficient statistics, and they ignore 
many basic economic facts. 

Liberal mortgage credit, soundly applied on the basis of a borrower’s ability 
to meet his obligations, is one of the strongest props we have for a prosperous 
national economy. 
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It is very true that mortgage lending today is on a far more liberal basis than 
at any time in the past, but these loans are sound. The long-term self-amortizing 
mortgage with low downpayment has proved the greatest single factor in put- 
ting good homes within the reach of families in every income bracket. 

Is this bad? 

Less than a month ago, I heard an economist say that we are building too 
many homes for sale; that because there is no particular encouragement from 
Government or elsewhere to build rental housing, families are being forced to 
buy homes. Even this man’s phraseology seems to me to be off-key. Induced 
might have been a better word than forced. 

Be that as it may; again I ask: Is that bad? I was brought up to consider 
it a fine thing for a family to own its home. 

* * * It is the family with children which is the biggest factor in the market 
for homes—not new marriages in themselves. 

While I am upon this subject of whether or not we are likely to overbuild, I 
would like to emphasize my belief that the market itself regulates the building 
volume. There is a certain and sure test. If people do not want homes, or ¢an- 
not afford them, they will not buy, and builders will not build. 

* * * T do not think we have a boom, in the popular idea of the term. Instead, 
it is a natural expansion of our housing to meet the needs of a fantastically- 
increasing population, with incomes to afford modern homes. 

On the occasion of the 20th anniversary of the FHA last June, I said publicly 
that the FHA has been the greatest single boom ever conceived to benefit the 
home-buying public. I want to reiterate that statement here today with all the 
force at my command. 

* * * Those opposing the FHA and the VA have advanced the argument that 
today’s low downpayments and long mortgage terms do not provide enough 
equity, and that the credit terms encourage families to buy homes they cannot 
afford. 

What kind of reasoning is that? The buyer is not approved for the loan if he 
cannot afford the carrying charges. Approval of credit and suitability of home 
to buyer is fundamental to this type of lending. 

Any equity at all is better than a handful of rent receipts, and it has been 
the experience of my own bank where we have some $91 million, or about 19 
percent of our total mortgage portfolio, invested in FHA-insured mortgages, 
that these home-buying families do establish equities. You would be surprised 
at the number and amounts of prepayments. 

All that these families want is the opportunity to start toward their goal of 
home ownership. The FHA and the VA afford them that opportunity. 


ExHIBIT 1-B 
(From a release by the F. W. Dodge Corp., New York, March 9, 1955.) 


“The demand for new single-family homes will remain strong despite the 
current low level of new household formation,” it was asserted today by Dr. 
George Cline Smith, economist for F. W. Dodge Corp. 

* * * Dr. Smith told the bankers that he “would expect some tapering off 
in the rate of housing starts and housing contract awards later this year.” But 
he added that this tapering off would not be disastrous, because the demand for 
housing in this country will remain strong. 

Citing four factors which he said would strengthen the demand for new homes 
even though new household formation is temporarily at a low ebb, Dr. Smith 
said he would expect housing demand to be sustained at well over a million 
new nonfarm units a year, so long as the general economy of the Nation remains 
prosperous. 

Dr. Smith said that availability of financing was an important permissive 
factor which made possible today’s high levels; but back of this, he noted the 
following four factors which sparked the demand for single-family owner-occu- 
pied homes: 

1. The fact that it is frequently cheaper to own than to rent, especially when 
income tax deductibility of interest on mortgages and property taxes is taken into 
account. 

2. The rapid increase in the aged population, which has the highest percentage 
of homeownership. 
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3. Record numbers of children being born, resulting in more families with 
children, and larger number of children per family. 

4. The shorter workweek and the growth of leisure time, making a house and 
yard more attractive to many. 

Dr. Smith told the audience that he saw no signs of a speculative boom in 
construction similar to that of the 1920's. 


ExnIBit 1-C 


(From the March 1955 Construction Markets, Published by Construction and 
Civic Development Department, Chamber of Commerce of the United States, 
Washington, D. C.) 


Don’t Be AFRAID OF PROSPERITY 


The strong way in which the year has begun shows that construction demand, 
after weathering a recession in general business, has lost none of its vitality. 
On the whole the prospect is for even a better year than had been forecast. 
That this should be taken as a cause for alarm rather than for pleasure and 
confidence can be interpreted only as a lack of faith in our system to provide 
its own adjustments against excesses. This bulletin has attempted to show that 
such self-adjusting forces are present and appear to be already at work. 

The other fears, that the housing market may already be nearing saturation 
and that mortgage debt may have become topheavy, also seem much exag- 
gerated. Certainly no striking evidence of saturation has yet appeared. Al- 
though for several years we have been building houses in larger numbers than 
we have been adding households, such evidence as we have does not point to any 
disturbing increase in vacancies. Apparently large amounts of housing is being 
destroyed by changes in urban streets and freeways, while thousands of make- 
shift conversions are being withdrawn from the market as prosperity permits 
families to upgrade their living standards. 

Personal debt, particularly home mortgage debt, while at an all-time high, 
is much lower in relation to either national or personal income than it averaged 
in the 1920’s and 1930's. According to a recent analysis of the Chase National 
Bank, low-income families are not heavily burdened with debt, while the debt 
of middle-income families is well within their ability to pay. Mortgage delin- 
quencies are gratifyingly low and show no tendency to rise. 

The present situation calls for congratulations rather than apprehension. 
In words attributed to Federal Reserve Chairman William McC. Martin in an 
interview with U. S. News & World Report, Don’t Be Afraid of Prosperity. 


——_—_ 


Exuisit 2 


NATIONAL ASSOCIATION OF HOME BUILDERS OF THE UNITED STATES, 1955 Ponicy 
STATEMENT 


The home-building industry once more has demonstrated its vigor by producing 
1,215,600 homes in 1954. We are moving into 1955 at a rate which will attain 
our goal—expressed last year—of an annual average of 1,400,000 homes. Sta- 
bilization of the home-building industry at that level as a minimum should pro- 
vide homes for America’s needs and, by its direct and indirect economic effect. 
contribute to continued expansion of the American economy. To promote the 
general welfare of the American people, a high volume of homebuilding—and 
consequently a high level of prosperity—can and must be maintained, but credit 
excesses and inflationary practices must be avoided. 

The National Association of Home Builders, proudly notes the recognition now 
accorded our industry as a preeminent force for both social good and economic 
progress. Economists agree that the housing industry is the greatest stimulating 
and stabilizing factor in our national economy. 

Despite the vast improvement in American housing standards since the war, 
much remains to be done. More than two-thirds of our homes were built 25 or 
more years ago according to the 1950 census. Much of our housing supply is 
outdated under today’s standards. We must prevent its deterioration. 

Moreover, we are faced with the tremendous task of eliminating American 
slums. We welcome in that effort the cooperation of other business and civic 
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groups now gathered together in the recently organized American Council to 
Improve Our Neighborhoods. The fight initiated by the department of housing 
renewal of this association to prevent and cure urban blight can now be broad- 
ened and intensified. 
With these objectives in mind, we hereby declare our policy for 1955 to be 
as follows: 
I. MORTGAGE FINANCE 


If a high volume of individual savings be a mark of a healthy competitive 
economy, then it is equally true that a high volume of sound investment (such as 
is provided in residential mortgage credit) is a necessity. Home building pro- 
vides a productive investment outlet for approximately 25 percent of our annual 
gross domestic private investment. The widespread improvement in mortgage 
practices represented by today’s mortgage terms reinforces the safety of the 
mortgage debt. Contrary to popular impression, the 1950 census revealed that 
today’s homeowners own relatively large equities in their properties. An addi- 
tional safety factor stems from the fact that the portion of mortgage debt cover- 
ing 1- to 4-family homes is distributed among more borrowers than at any time 
in history. Total private mortgage debt in relation to net disposal income (and 
allowing for difference in the value of the dollar) is at an easily supportable 
figure. The foreclosure rate is now less than one-third that of 1940 and reported 
delinquencies on monthly payments are encouragingly low. 

The overall mortgage debt and present mortgage terms are sound. But lenders 
and builders must be alert to avoid credit excesses or inflationary practices. 

The comparative adequacy of the current supply of mortgage credit, in sharp 
contrast to the uneven flow of mortgage money in 1953, obscures the fact that 
loans for some types of housing and in some areas are available, if at all, only 
at sizable discounts. Residential mortgage credit must be made available to all 
qualified American families, regardless of race, color, or creed, and in the smaller 
and more remote areas, as well as in the large centers of capital. We support 
the national voluntary home mortgage credit program to stimulate private lend- 
ing in smaller and more remote areas and for minority groups. 

However, we do not believe that this effort will eliminate entirely the ultimate 
necessity for a central mortgage reserve facility operating on private financing 
but impartially supervised by Government. Such a facility is as necessary to the 
mortgage market as are the Federal Reserve System and the Federal Reserve 
Open Market Committee in the stabilization of commercial credit. The recent 
reorganization of Federal National Mortgage Association recognizes that neces- 
sity, but there must be further revision if FNMA is to function effectively. 

The FHA for 20 years, and the VA loan guaranty service for half that time, 
have been the instruments through which a sound pattern has been set for the 
entire mortgage market and the benefits of homeownership brought to millions 
of American families. The FHA, moreover, has been entirely self-supporting, 
having accumulated a reserve of $360 million from insurance premiums, after 
payment of all operating expenses and losses. Both FHA and VA were soundly 
conceived and for years, for the most part, have been efficiently operated as 
businesslike institutions. That concept must be maintained. It is vitally im- 
portant that these agencies be recognized as parts of our country’s banking and 
credit machinery and that employment in them be regarded as a nonpartisan 
‘areer service. Demoralization of FHA would be a major economic tragedy for 
prospective home purchasers, for the home-building industry and for the 
economy. 

In too many areas the time required to process an application through the 
FHA and VA is denying to home buyers the benefits of the Housing Act of 1954. 
To help bring these agencies to their necessary efficient operating condition, we 
recommend (a) wider use by FHA of its temporary fee appraiser system, (b) 
more realistic rates to assist in obtaining the services of qualified per diem ap- 
praisers, (c) establishment of a trainee program to attract competent young men 
into appraisal and cost estimation, and (d) legislation to permit FHA to use an 
appropriate part of its income (no part of which is Government funds but comes 
ae insurance premiums paid by borrowers) flexibly in accordance with its 
needs. 


II. PRODUCTION VOLUME 


The expanding American economy and the ever-rising American standard of 
living require a continued high volume of home production. We believe that 
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the present level of new home building can be maintained indefinitely but we 
recognize that, if this is to be accomplished on a sound basis, builders must keep 
their prices from rising and that material suppliers and labor must hold the line 
on costs. 


Ill, LABOR 


We oppose (a) proposals to deprive construction workers of the protection now 
afforded them by the Taft-Hartley Act, and (b) any amendment of that act 
which would result in destroying the prerogative of States to enact laws preserv- 
ing right to work. 

We strongly support efforts to increase apprenticeship training programs in 
the home building industry. 


IV. HOUSING FOR MINORITIES 


As part of our acknowledged responsibility, to provide homes for all Americans, 
we propose to expand production of homes available to minorities. The stand- 
ards of design and construction of such homes and the purchase terms at which 
they are offered should be the same as available to any American of the same 
income status. 

Long-standing social attitudes complicate this problem far beyond the mere 
question of financing and producing homes. 

It is necessary that an adequate supply of mortgage financing be provided. 
We are determined to place the full resources of the home building industry be- 
hind the effort to raise the standard of housing conditions for citizens of minority 
groups. 


Vv. 






REHABILITATION AND REDEVELOPMENT 


We hail the formation of the American Council To Improve Our Neighborhoods 
as a new force to bring home to the American people the importance of urban 
renewal and redevelopment. ACTION deserves and has the enthusiastic support 
of the home building industry. We have long advocated cooperation of business, 
civie, and educational groups in an organized drive to halt the deterioration of 
existing houses through better enforcement of health and housing laws. We will 
continue working toward this objective in a unified effort with other groups. 

We commend the urban renewal and redevelopment sections of the Housing Act 
of 1954. They enact into law a cardinal part of President Eisenhower’s program 
and one of the main objectives of this industry for the past 10 years. Actual re- 
habilitation and redevelopment of substantial parts of the wornout areas of our 
cities will, however, depend upon practical administration and upon close coop- 
eration between Federal and local government and the industry. The Federal 
agencies concerned should immediately develop sound and realistic regulations 
and procedures to stimulate the maximum possible activity in this field and should 
review certain unworkable provisions of the act and regulations under sections 
220 and 221. 


VI. FACILITIES FOR AN EXPANDING AMERICA 


The pressure of increasing population, not new home building, makes inevitable 
expansion of suburban communities. We face increasing shortages of land suit- 
able for development, properly zoned and adequately served by facilities needed 
for modern living—good schools, sewer and water, roads, play areas—particularly 
for moderate-priced housing needed for so many American families. 

We recognize the need for and will support sound planning, zoning, and sub- 
division regulations. We urge on those responsible for preparing and administer- 
ing such regulations that they devise provisions related to the realities of present- 
day suburban development in order that all income levels of American families 
may be properly housed. 

This industry is keenly aware of the problems ahead, not only for builders 
but for communities and home buying families. These are problems for all 
Americans everywhere. The builders of America pledge themselves to work in 
cooperation with all concerned—individuals, community groups, and local offi- 
cials—throughout the United States so that we may achieve for all the sound 
and balanced development which our communities must have. 
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VII. PUBLIC HOUSING 


An increasing number of public housing projects are unable to obtain tenants, 
except by substantially increasing their limits on family income for eligible occu- 
pants. The increase in consumer incomes during the last 10 years and the tre- 
mendous increase in the supply of new and used homes available at low cost 
have drastically diminished, if not eliminated entirely, the problem at which the 
original public housing program was aimed. For those who require special 
assistance, sections 220 and 221 should be amended to conform to the recom- 
mendations of the President’s Advisory Committee on Housing Policies and Pro- 
grams, and to permit use of section 221 for special area programs to house 
low-income families. In the economic climate now prevailing, a further Federal 
public housing program is unnecessary. 


VIII. NATIONAL HOUSING CENTER 


In 1955 this association will open its national housing center to be devoted to 
improvement of design and techniques of construction of the American home. 
The faciliites it will provide will make possible expansion of NAHB’s Research 
Institute in its constant search to improve America’s homes in the interests of 
the American home buyers. 


CURRENT DATA ON CONSUMER INCOMES AND FAMILY SIZE 


One of the truly dramatic developments in our economy in the last decade has 
been the very substantial rise in consumer incomes. Despite a very sizable in- 
«crease in recent years in nonfarm families—they rose by nearly a third in the 
past decade to reach over 35 million—the number of nonfarm families earning 
less than $3,000 per year has declined, by half in the same period, 1944-53. 
( Norr.—These data have not been adjusted for price changes. ) 

The dramatic shift in income, since the inception of the PHA, is revealed by 
the table, exhibit A, showing the number and percentage of nonfarm families with 
incomes under $3,000 and under $5,000 in various years within the past 2 decades. 

In the midthirties, 86 percent of our nonfarm families had incomes of less than 
$3,000; in the early 1950’s, 86 percent had more than $3,000. We have had an 
increase on the average of a million and a quarter families annually in the over 
$3,000 per year grouping. 

If the current rate of change continues, it is conceivable that by 1960, the num- 
ber of families with less than $3,000 per year will be under 3 million, a decline 
since 1950 of over 5 million families in this category. 

By 1953, the latest date for which data are available, the typical nonfarm fam- 
ily had an income of over $5,200, with 54 percent of such nonfarm families having 
incomes over $5,000. In 1953 over 19 million nonfarm families had incomes over 
$5,000; even after making allowance for price changes between 1950 and 1953, 
this was an increase in the over $5,000 bracket of nearly 4 million families, or an 
average of better than 1.3 million families per year moving upward across the 
$5,000 mark. 

The scanty information available also reveals some significant facts about the 
economic status of the families in the lower income brackets. Exhibit B, at- 
tached, is taken from the March 1955 Survey of Current Business, issued by the 
Commerce Department. It would appear from this exhibit that the economic 
status of the lowest 20 percent in the income brackets is somewhat better as in- 
dicated by their incomes alone. 

As the Commerce Department said, in the March 1955 Survey, page 21, “It 
can be seen that the average family size is substantially smaller in the lowest 
fifth than higher on the income scale; that the proportion of families without 
any children is largest in the bottom group, and that the average age of the family 
head is also largest in that fifth. All these facts make it reasonable to infer that 
family needs and responsibilities are smaller on the average among the low in- 
come groups than in the higher income ranges * * *.” 

Also, * * * “the prevalence of aged couples in the bottom group draws atten- 
tion to another factor * * *. The economic status of retired people is not always 
measured comprehensively by their current income because they plan as a matter 
of course to supplement such income by accumulated savings. Furthermore, there 
is considerable turnover in the low income groups * * *.” 
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ExnHipit A.—Nonfarm families 


With incomes With incomes 
under $3,000 under $5,000 


Number Number | 
(in thou- |Percent (in thou- | Percent 
sands) sands) 


1935-36- : : . » : 20, 578 5. § 22, 677 
6 ee ‘ - ; . 20, 042 ; 25, 032 
1944 ‘ ‘ ‘ “ poets " ws vel 10, 723 39. 20, 968 
. : : : 9, 751 31. ! 21, 635 
1950_- : 8, 909 26.0 21, 704 
1953 -.-- cone : 3 5, 233 14. 6 16, 326 


Note.—All the above data are in current dollars and are not adjusted for price changes. 


Source: For 1950 anf 1953, Department of Commerce, Survey of Current Business, March 1955. 

For 1944-47, Income Distribution in the United States, by size, 1944-50, published by Department of 
Commerce. ‘ 

For 1935-36 and 1941, unpublished data corresponding to material published in the Review of Economic 
Statistics, February 1954, article entitled, ‘‘Size, Distribution of Income Since the Midthirties,’’ by Gold- 
smith, et al. 


ExHIsBIt B.—Family composition in 1952 


Average number of Percent of families 


Children under 18 
Percentages of pop- years 
ulation by income 
levels 


Earners - Wi 

Persons | 14 years 7 - — With ome Median 
j children ae age of 

per old and oe only two! aged 65 6 
=. ; tal Per fam- | under 18 Bakcng Pr sdbe~ family 
family yu sy Per ily with | years | Persons a head 
~~ family |10r more and over | 

| children | | 


| 


Lowest 20... 3. | 02 ; . 42 | 54.3 | 1.9 | 


2d : 3. § . 34 . 35 2. 31 41.4 | 35.6 
3d 20-- 3. 63 | 44 : a | 36.6 29. 1 
4th 20 3. 6 | 63 ie 2. 06 36. 4 26.5 
Highest 20 3. 72 . 96 | .07 1.97 | 45. 6 24.6 


1. Families of 2 or more persons ranked by size of family money income (before income taxes). 

Source: Office of Business Economics, U. S. Department of Commerce, based on Census Bureau data. 

NOTE.- -It should be noted that these are 1952 data, not 1953, and apply to all families, not non-farm 
families yet, according to the Commerce Department. ‘Although based on a somewhat different definition 


of income, broad inferences may be drawn with regard to corresponding fifths of families shown in this 
study.”’ (i. e. non-farm families in 1953). 


MEMORANDUM OF NATIONAL ASSOCIATION OF HOME BUILDERS ON OPERATION OF 
SEecTION 220, FHA REHABILITATION AND CONSERVATION HOUSING INSURANCE 


This is a brief explanation of why section 220 will not work in its present form. 
At the outset, however, some basic understanding of the realities of rental hous- 
ing investment is necessary in order to appreciate the reasons for the failure to 
date of the FHA section 220 program. 

By its nature, rental housing is a hazardous and unattractive form of equity 
investment. It is subject to constant competition from the new home market: 
from the change in the character of neighborhoods; and, as time goes on, from 
more modern apartments and from technological advances in construction. It is 
difficult, if not impossible, to maintain a constant high income from a specific 
property over the long period required to amortize construction costs. As in- 
come drops in competition with other more modern accommodations, net yield to 
the investor is doubly jeopardized by constantly rising local property taxes; in- 
creasing maintenance costs; and higher Federal and State income taxes. 

An ordinarily prudent investor, therefore, cannot count upon a high enough net 
return from rental housing to justify his investment in it in comparison to the 
return available (with greater safety) from bonds or other securities or from 
other forms of income producing realty, such as commercial property. 
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Only in high rental, luxury apartments can a comparatively satisfactory re- 
turn on investment be attained. This situation has for years been recognized 
by observers of real-estate investment trends, as witness the following excerpt 
from Renewing Our Cities (pp. 93-95), a book by well-known real estate econo- 
mist, Miles Colean : 

“Beyond this, however, has been a more important and fundamental deterrent : 
the hard fact that prospective yield on real-estate investments in new property is 
generally at a disadvantage in comparison with other available investments. 
This disadvantage has been increasing rather than decreasing with the passage 
of time * * * In addition to the risks and delays resulting from legal procedures, 
real-estate investment, where new construction is involved, requires large outlays 
well in advance of income—of which there can be no firm assurance—and it is 
vulnerable to numerous unpredictable social, economic, and political influences. 
Burdened on one hand by a discriminating tax system, plagued on the other by 
increasing operating and maintenance cost, subject to rapid and unpredictable 
changes in demand resulting from urban expansion and technological change, 
real-estate investment * * * is not likely to be looked on with special favor.” 

Section 207, the rental housing section of FHA originally was based on the 
theory that a high percentage mortgage and a consequent low equity (some part 
of which may be supplied by services in lieu of cash) are necessary to attract 
investment into the production of moderate rental accommodations. 

Section 220 mainly parallels section 207 but recognizes that it may not be pos- 
sible for FHA to predicate a finding of economic soundness (required under sec- 
tion 207) with respect to properties in areas about to be, or being, redeveloped 
from their present blighted conditions. Accordingly, the phrase “acceptable risk” 
was substituted in section 220 for “economic soundness.” 

However, it is valuation of tentative submissions thus far, FHA apparently 
continues to cut its valuations on projects in redevelopment areas where im- 
provement of the entire surrounding area has not yet occurred. Seemingly, 
it does not recognize the role section 220 projects were intended to fulfill in 
pioneering improvement in the areas in which they are to be located. As a 
consequence, FHA valuations on projects so far discussed with it under this 
section, have resulted in mortgages somewhat below 90% of actual cost to 
builders. This increases substantially the amount of cash equity which a builder 
would have to provide to a point neither consistent with sound investment 
prospects in this type of real estate nor with that amount of operating capital 
which even a very large building company could afford to leave in a project 
over a period of years. 

Moreover, FHA has taken the position that a builder can be allowed no more 
than 5 percent of construction costs as a fee on large projects. The fee which it 
allows to a combined builder-entrepreneur-investor is no more than would haye 
to be paid, were the work let on a general contract, to a contractor who performs 
only the building function ; who does not risk his own capital but looks to someone 
else for making good any deficit ; and who has no responsibility for finding and 
acquiring the site, making arrangements with city officials, developing various 
aspects of the project and performing the myriad functions required of the 
builder-developer. Such a requirement that the builder-developer allow a sub- 
stantial amount of his own capital to remain in the project for some 30 years 
ugainst a credit for a 5 percent builder’s fee, is a losing proposition for an investor 
compared to other available forms of investment. It is doubly unattractive where 
the investor must not only run the risks of an entrepreneur but must also function 
as a general contractor. 

This situation is rendered even more unattractive by the provisions in present 
FHA regulations and form of corporate charter required for these projects. 
These controls prevent setting up of capital structure of the corporation and use 
of the net earnings of the project except as rigidly supervised by FHA. There- 
fore, the amount of return to the builder-investor is subjected to the maximum 
tax impact in derogation of the well established principle that a taxpayer is 
entitled to minimize taxes by every legal means available. 

As the net result of the present section 220 act, of the FHA regulations under 
this section, and of its valuation concept, a developer of a section 220 project 
must (1) make a substantial cash investment considerably in excess of that 
required to finance a high-rent apartment affording a much higher and quicker 
return to the investor; (2) must submit to the most rigid control by FHA which 
subjects him not only to the hazards of the operation of the project but, in effect, 
to the control by FHA on his business decisions (and, in effect, to the discretion 
of changing FHA personnel and policies as to whether or not he can get any 
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dividends on his money at all) ; (3) be content with dividends in an amount so 
limited as to be inconsistent with the speculative nature of rental housing proj- 
ects; (4) forego normal methods of tax savings which might increase the attrac- 
tiveness of his investment; and (5) in effect, leave his substantial cash invest- 
ment in the project until complete amortization of the mortgage (or refinancing 
with an uninsured loan) thus completely reversing the centuries old concept of 
the respective right of mortgage and equity. 

All of these comments may be summed up by saying that section 220, as pres- 
ently constituted, completely ignores the “facts of life’? concerning investment 
in income-producing real estate. 

Unless FHA atitudes reflect understanding of these realities in its regulations 
and procedures, section 220 cannot be expected to function. 

Insofar as the act itself is concerned, the cost certification provision, of course, 
runs counter to a builder-developer’s normal and traditional motivation. How- 
ever, an allowance of 10 percent for builder’s fee as a part of the actual cost of a 
project would go far to remedy this—at least to the extent of encouraging suf- 
ficient projects to make a start in atacking the huge problem of urban redevelop- 
ment. 


Mr. Smiru. Thank you very much for your time and attention to our 
views. 

I think you have the exhibits and appendix which were prepared. 
I think you will find the information in these supplemental pieces of 
great help to you in preparing your supplemental legislation for this 

year. 
: Mr. Brown. Mrs. Griffiths? 

Mrs. Grirritrus. No questions. 

Mr. Brown. Mr. McDonough ? 

Mr. McDonoveu. No questions. 

Mr. Brown. Mr. Hiestand ? 

Mr. Hrestanp. Mr. Smith, in regard to your proposal for divorce- 
ment of the Home Loan Bank Board, would you like to elaborate on 
that a little bit? I know that you are aware that a good many people 
feel that that should be separated and logically could be, and it would 
be good for the best interests of the country to do so. 

Mr. Smirn. Well, Mr. Hiestand, I think I tried to point out that 
this isa field in which I am certainly not very expert. Iam aware that 
a great many people do have an opinion on this subject. I am aware 
also that there are others who have a diverse opinion. 

I think this is one of those items, again, which should be viewed as 
a part of a thoroughgoing complete study of all of the agencies within 
the Government which deal with housing, rather than simply to 
divorce the one at this particular time. I think there is an interde- 
pendence there among the agencies and responsibility should be vested 
in some central agency in the degree that Government is in housing. 

Beyond that, I don’t think I could give you too much help. 

Mr. Hrestanp. Would you say it is the concensus of the group you 
represent that this should not be taken out at this time? 

Mr. Smirn. Based on the statement I have just made, certainly. 
We are not certain it is a good or bad idea. We just feel there has not 
been given enough complete study to the total problem of the hous- 
ing agencies. 

We are inclined to the view—I believe our official position is cur- 
rently—we are inclined to the view that a strong central agency 
headed by a man of cabinet rank, conceivably, is necessary in hous- 
ing. Weare almost convinced of that but we certainly feel that there 
should be some sort of complete and thoroughgoing study of the whole 
matter, rather than to attack it in a sense, piecemeal. 
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Mr. Hresranp. I am much impressed, Mr. Smith, with your state- 
ment as a whole. I hope you don’t mind a personal question or two. 

Your are a builder yourself, are you ? 

Mr. Smirn. That is correct. 

Mr. Hiestanp. To what extent ? 

Mr. Smirx. Do you mean number of units ? 

Mr. Hrestranp. Yes. 

Mr. Smiru. My little organization built, last year, about 2,850 
homes, all low-cost, in northern California. 

Mr. Hiesranp. Two thousand or more a year ? 

Mr. Smirn. Yes. 

Mr. Hiestanp. May I ask a personal question? Why do they call 
you “Flat-Top” ? 

Mr. Smirn. That has to do with the fact that I guess I am a bit 
Dutch and some years ago there was a tendency on the part of people 
in the lending fraternity and the FHA to insist that all housing have 
a pitched roof. I was inclined to dispute that, feeling that possibly 
the public might have some opinions of their own regarding the use 
and the advantages of modern architecture, and it took a little bit of 
doing, but we finally convinced all concerned that the public still 
knew what they wanted, and because of sort of sticking with it, being 
a bit Dutch, I have this tag on me now. 

Mr. Hrestanp. Thank you. 

Mr. Brown. Mr. Smith, we are very glad to have your testimony. 
If you will stand aside now, and if you will call the next witness. 

Mr. Fink. The next witness is Mr. Henry du Laurence. 

Mr. Brown. Will you identify yourself for the record? 

Mr. Du Lavrence. Mr. Chairman, my name is Henry du Laurence. 
I come from Cleveland, Ohio, and I represent the National Apartment 
Owners Association. 

Mr. Vantk. Mr. Chairman, if I could just interrupt a minute? I 
wanted the committee to be in order to hear this very important mes- 
sage by a fellow Clevelander. 

Mr. Brown (presiding). The committee will be in order. 

You may proceed. 


STATEMENT OF HENRY DU LAURENCE, CHAIRMAN, LEGISLATIVE 
COMMITTEE, NATIONAL APARTMENT OWNERS ASSOCIATION, 
INC. 


Mr. Du Laurence. Mr. Chairman, I do not intend to read my entire 
statement. However, I wish the whole would be put into the record. 

Mr. Brown. It may be inserted. 

Mr. Du Laurence. I come from Cleveland, Ohio, and represent the 
National Apartment Owners Association. This association, the larg- 
est rental association in the country, is very appreciative of the privi- 
lege of being able to come before this committee to give its views on 
the amendments proposed for the Federal Housing Act of 1954. 

The National Apartment Owners Association represents owners 
who rent property for dwelling purposes. They are the bulk of our 
membership. Membership emphasis is placed on owners of rentals 
whether small homes or apartments. As such, we believe we are closer 
to the housing situation than any of the other real-estate groups. We 
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are the investor and the ultimate consumer of much which these other 
groups sell, build, or promote. 

We have asked to appear before this committee in the hope that the 
combined knowledge and experience of tens of thousands of owners 
may be helpful in answering some of the questions which will undoubt- 
edly be raised during the consideration of the housing legislation by 
this committee. Large and small we operate housing. Housing is 
our business. 

In reviewing the legislation now before this committee for its con- 
sideration, we see that it is largely concerned with changing only a 
part of the 1954 housing bill, namely, provisions limiting the use of 
public housing. The 1954 bill, as written, included certain restrictive 
provisions that public housing be used as part of urban renewal pro- 
viding for family relocation. It was part of a large, well-conceived 
housing program. Public housing was not a means to an end but a tool 
for urgently needed slum elimination and urban renewal. 

We believe that Congress acted very wisely indeed during the delib- 
erations on the 1954 bill. We believe these limitations were construc- 
tive because they would promote and facilitate an urban renewal pro- 
gram which is recognized as one of our serious metropolitan problems. 
It is only with such provisions written specifically into the bill that we 
will be able to insure that public housing would be used for the greatest 
possible number of objectives which would include: 

(1) Provide the cities with relocation facilities to insure their abil- 
itv to participate in a renewal program ; 

(2) Provide the use of public housing for the people living on public 
relief and generally living in these renewal areas; 

(3) Provide the use of public housing for the lowest economic group 
of our people; 

(4) Give preference to veterans in the same economic classification. 

The urban renewal program has run into several serious obstacles. 
Some of the most difficult to overcome are the provisions: 

(1) That similar housing must be furnished the dislocated families 
before the program may proceed ; 

(2) That no city can initiate a project on less than a 4-acre parcel of 
land. 

Individually, each of these provisions is excellent. Concurrently 
they make it exceedingly difficult to put a renewal plan into opera- 
tion. First, because any family may decide that the living quarters 
offered were not similar or as good or as equal to the ones from which 
they are being relocated and refuse to move, and, secondly, one fam- 
ily refusing to move in any 4-acre plot of land can effectively stop any 
renewal program for that 4 acres unless it is offered living quarters 
which it considers acceptable. 

Because of the involved mechanics, redtape, and required detail, 
it is imperative that the largest possible area be processed at one time. 
This presents the further difficulty of evacuating simultaneously 500 
to 1,000 or more families, many of whom may decide they are unable 
to find places to which to move. These families, if they take a nega- 
tive attitude, would require local authorities to procure their hous- 
ing for them. Quantity housing, if available, would simplify such a 
situation very materially. Contrariwise, if quantity housing is un- 
available then evacuation of families may take a long time depend- 
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ing on each locality. Under such a situation we can very easily see 
that public housing, if it is made available to relocated citizens dis- 
possessed from a renewal area, can be a very effective and helpful tool 
in an urban renewal program. 

For that reason, and in order to get this program off dead center, 
we believe public housing should be restricted to the use of the re- 
newal programs in order to facilitate their activity. 

It is for this reason that we of the National Apartment Owners As- 
sociation request that provisions restricting the use of public hous- 
ing as a part of the urban renewal program as provided for by the 
Federal Housing Act of 1954 be kept in toto and not amended in any 
way whatsoever. Public housing authorities can cooperate or not, 
can accelerate or delay any local renewal program without any res- 
ervation or direction whatsoever. We believe that the urban renewal 
program in the 1954 Housing Act is good and that every available 
effort should be made to make it work. ‘The restrictions set forth in 
the law are there because they are a required cog in the entire slum 
elimination machinery. 

Public housing a great national expense : 

Public housing is a great financial burden on the country not only 
because of its original cost but its continuing operating expenses. 
Consequently, great care must be used to restrict its use to: 

(1) Families of the lowest possible economic group; 

(2) Families on public subsistence ; 

(3) Localities needing housing for their urban renewal programs. 

Public housing is also a great expense to local communities where it 
is located. Public housing generally does not pay local taxes, but pays 
a sum in lieu of taxes, or 10 percent of the shelter rent. Since these 
payments vary from one-seventh to one-third of normal real estate 
taxes paid by nonsubsidized citizens, it is obvious that only such 
people should be subsidized by both the Federal and local governments 
us really need it. 

The cost of maintaining a family in public housing varies, of course, 
from family to family, and from locality to locality. However, we can 
furnish some graphic approximate figures. Not too long ago the 
Louisville Chamber of Commerce made a comprehensive unbiased 
survey of the operation of public housing in its community. Because 
their findings are both complete and comparable, with minor vari- 
utions, let us use these figures as examples. ‘These are the findings for 
the average family based on a per capita comparison: From the Louis- 
ville Chamber of Commerce report, Public Housing in Louisville, 
January 1954: 

Cost to city per year per family Bias Bd 94, 20 
Cost to school board per year per family : : 82. 10 
Cost to Federal Government per year per family 80. 50 


Total cost of yearly subsidy, per family 256. 80 


The loss of revenue to the State was not computed. 

No insurance that public housing will be available for low-income 
groups: 

Public housing since its inception has been both endorsed and con- 
doned on the theory that it was publicly subsidized housing for the low- 
est income group, presumably unable to properly support itself. But 
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insufficient restrictions exist both in the Federal law, and many of the 
local laws, to prevent abuses of this high minded purpose. 

The Federal restrictions themselves are variable and subject to vari- 
ous interpretations. These variable interpretations have a tendency to 
encourage the raising of local restrictions to higher income levels than 
generally considered proper for public housing. Families may and do 
live in public housing that have an income of up to $4,200 per year. 
And even that is not the entire story. The law and administrative 
practice provide a type of net income as distinguished from actual 
earnings. ‘They provide that certain deductions can be made before 
you finally determine the permitted net income for occupancy. These 
are various and include union dues, social security payments, pension 
contributions, specialized tools and clothing, certain medical deduc- 
tions, working mother deductions, $100 for minor children, minors’ 
earnings, ete. 

When you add all these deductions to the permitted net earnings, 
you find that a family could earn up to $5,000 per year and still be 
eligible to continue in public housing. How ever, let us use the $4,000 
figure as permissive for public housing occupancy. Several questions 
immediately present themselves : 

1. Isa family earning $4,000 really in the low income class or is 
it just average ? 

2. Can the State afford to subsidize a family in this economic class? 

How many other families are there in this country which have 
the right to ask for the same subsidized treatment by our Government / 

4. How many families would then be helping to support how many 
other families on a national basis ? 

What is the economic rating of elegible families : 

The family eligible to live in public housing and earning $4,000 
per year is in the middle third of the national economic scale. Forty- 
five percent of all American families earn this much or less. 

The State cannot afford to subsidize a family in this category 
because most of this 45 percent group pay taxes directly or indirectly 
to support the Federal Government. This is even truer in urban areas 
where virtually no one is exempt from local taxes either by direct pay- 
ments or indirectly through rent payments. 

Under present public housing restrictions, no less than 10 million 
American families could be eligible for public housing on an economic 
basis. No less than 20 million families earn less than $4,000 per year. 
In a time of stress would they not have the right to ask for equal help 
and equal treatment ? 

If all these families insisted on their moral rights, then 30 million 
families would be helping to support 20 million families. The total 
cost per year would be stupendous, and over a period of time it would 
be more than any economy could bear without eventual bankruptcy. 

There are now more than 314 million nonfarm families earning 
$2,500 or less per year. These should have the benefit of and first claim 
on public housing (Department of Commerce, Survey of Current Busi- 
ness, March 1955). And this computation should be made on actual 
earnings, not after numerous deductions. 

Limits should be cut down in public housing: 

Before any consideration is given to additional public housing, per 
se, the earning requirements should be cut down so as to insure that 
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this housing will be available not for the lower half but the lower tenth 
of our economic group. The public housing family earning $4,000 
per year can pay 20 percent of that for shelter. This amounts to $800 
per year, or $67 per month. According to 1950 census, the median 
rent in the United States was $38 per month (United States census 
reports). Statistics show that this has increased approximately 30 
percent since; therefore, your national monthly rent median is some- 
where in the neighborhood of $51 per month. It is therefore obvious 
that families in this financial category can go out and rent homes in 
the open market. What then are they doing in public housing? 
Why, then, should they be subsidized both by the city and the F ederal 
Government? Why isn’t public housing filled with the $2,000 and 
under per year families ? 

Many overincome families even under present high limits: 

We have checked various public housing reports. These reports 
show that there are many overincome tenants in public housing even 
under the present abnormally high permissive earnings. ‘Too much 
leeway is permitted public housing administrators. They are per- 
mitted up to 6 months’ notice which stretches into a year. This wastes 
approximately $1,500 per family of public funds for tens of thousands 
of families who selfishly stay in their cheap quarters and prevent some 
deserving families from occupying them. It is very interesting to find 
in the Louisville Chamber of Commerce report that fully half of the 
tenants leaving public housing buy homes of their own. This fact in 
itself raises considerable question whether many of these people ever 
belonged in public housing. 

Public-subsistence families on outside looking in : 

In checking various cities we have found that only a fairly small 
proportion of families supported by public subsistence are housed in 
public housing. Since these families generally are in the lowest eco- 
nomic group, it would seem that they should have first preference in 
public housing. In these days of rising governmental costs it is almost 
ludicrous to permit high income and overincome public housing ten- 
ants to remain in subsidized housing while local governments pay 
higher rents for needy welfare families to private real-estate operators. 

Public housing not “public” : 

Most governmental activities, and especially governmetital records, 
are open to the public inspection. Most States now make it manda- 
tory for welfare rolls to be open to responsible organizations wishing 
to check welfare applicants. But in public housing no procedure was 
set up to permit checking of the status of public housing tenants ex- 
cept by the Public Housing Authority. Only reports on overincome 
tenants are filed with proper authorities and such reports are filed on 
a case number basis; consequently, no way is available for even a spot 
check of tenants in public housing. As we have already shown, pub- 
lic housing is a serious matter, taxwise, to any city in which it is lo- 
cated. Records of tenancy income should be available to responsible 
civic groups for checking. At the present time there is no way of 
checking except by the administrator’s own statement. Inasmuch as 
considerable latitude is granted in the interpretation of the income 
deductions permitted tenants, some way should be established to check 
not only the rent rolls. but the executive interpretations as well. 

Housing needs standby controls ? 





532 HOUSING AMENDMENTS OF 1955 


We know that some consideration has been given to standby controls 
for prices, wages, and rents. We would like to suggest consideration 
be given to the tremendous amount of housing now available before 
any such move is made. Never before have we had as much housing 
per capita in this country. We understand that if standby controls 
are put into effect our industry probably must have them as well, 
nevertheless we want to go on record that we believe our housing is 
overbuilt and that controls, rather than cure, would only create greater 
problems in an industry that has had more than its share in the last 
12 years. It is the considered opinion of this association that rent 
control caused no small part of the slums and substandard area prob- 
lems that we are now trying to correct. For the good of the Nation 
we should not have it happen again. 

We of the National Apartment Owners Association are especially 
interested in the FHA title I program for modernization. We have 
watched this program since its inception in 1949 and after the law 
was passed last year. We think the people need help under FHA 
title I. 

The usual problem of modernizing his home has been reversed for 
the average homeowner under FHA title I. Contrary to the general 
rule, now ample money is available for rehabilitation, but once pro- 
cured the average householder does not know what to do with it. 

Over 6 million loans have been made under FHA title I and yet 
very little of it is evident in the large cities where it was to do the 
most good. There is evidence of rehabilitation and attempted mod- 
ernization but most of it is of such poor quality that no decorative 
or even basic improvement has resulted to the large cities. 

We must ask ourselves why has our housing modernization pro- 
gram been a failure? Why has it failed to improve the appearance 
of our deteriorating neighborhoods? It is apparent that our problem 
concerns the improper modernization of exteriors of houses for that 
determines the appearance of our neighborhoods. 

What is modernization? Modernization is composed of three im- 
portant steps or factors, each of which must be accomplished before 
we can say the modernization is complete. They include: 

(1) Bringing the property up to a good state of repair. 

(2) Changing the property where necessary so that it conforms to 
our present living methods. 

(3) Changing the property so that it conforms to our present stand- 
ards of desirability either through beauty, charm, or style. 

The first and second steps are accomplished rather easily. It is the 
third step which has developed as the great stumbling block to neigh- 
borhood improvement. Briefly, the av: ailability of FHA title I money 
does not automatically make an owner an architect. Yet it should be 
self-evident that remodeling, and trying to beautify an abortive or out- 
moded piece of property, may well require more architectural ingen- 
uity than making a new home attractive. 

Under our present plan, who are the people on whom we depend 
to rebuild our homes, and, therefore, our neighborhoods, and, there- 
fore, our cities? Who are the people we expect to have this special 
skill which even many architects do not possess? The very people who 
live in these substandard areas. Without meaning to detract from 
them at all we must realize that they are people from the lower income 
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group, without special skills, generally with only average education, 
inexperienced in architectural concept, and certainly far removed from 
architectural training. And the farther down the scale you go the 
more help they need for their houses, and, generally, the less capable 
are they of coping with this technical modernization problem. 

This is why this program has failed to improve the substandard 
and debilitated areas of our cities. The premise that most of our sub- 
standard housing can be saved is absolutely correct. But it is wrong 
to believe this can be done without education, direction, and qualified 
help for a large part of our people. 

We are deeply impressed with the fact that literally millions of 
people wish to modernize their property but unfortunately do not 
know how to redecorate, rehabilitate, or remodel a home. We believe 
that if this Government believes it owes its people the right to easy 
money easily available for rehabilitation it also owes its people the 
right to educate them on how it should be used. 

We suggest : 

1. That every city certifying under section 220 be required to hire or 
provide the services of at least one architect, whose duty it will be: 

(a) To furnish examples of modernized facades of the types of 
homes indigenous to the city; and 

(6) To provide architectural advice to prospective rehabilitators at 
moderate cost. 

(c) Disseminate information on how modernization can be accom- 
plished. 

2. Where cities do not provide architectural assistance to their citi- 
zens it be made a requirement under FHA title I that such assistance 
be procured by the borrower on a minimum basis. 

3. Have one of the Federal agencies disseminate educational mate- 
rial on home modernization. This should include information on what 
constitutes good modernization, the best way to proceed with the 
problem house, how good modernization can be accomplished at little 
expense, etc. 

A sufficient sum of money should be voted up to carry on such a 
program. 

We cannot expect people to accomplish architectural miracles, with- 
out a minimum of help. Without this approach our problem of re- 
habilitation and modernization of older homes must of necessity be 
doomed to failure. 

In conclusion : 

Urban renewal is one of the great internal problems of our metropoli- 
tanareas. Slums and substandard areas are leaving their mark on our 
American social structure. Were it not for our international problems 
certainly these debilitating forces would have received much more 
prominence and attention in the last few years. 

A start was made under the Housing Act of 1949 to give cities both 
the tools and the money to help get rid of this social cancer found so 
frequently in our large metropolitan areas. Attempts were made 
under this law to eradicate this blight. As more and more studies were 
made it became obvious that additional tools were necessary in order 
to circumvent problems that had not previously been foreseen. 

The 1954 law was written so as to try to facilitate this effort and to 
overcome these new problems. The law contained several restrictive 





534 HOUSING AMENDMENTS OF 1955 


clauses on the use of public housing built under its provisions provid- 
ing that such public housing be used in conjunction with the urban 
renewal programs. Since the use of this public housing is also subject 
to the usual tenant restrictions it is impossible to see how any damage 
can be done either to a local housing program or to the people in need 
of public housing if these restrictions remain. 

In considering this question we must concede that as long as cities 
are required to make similar living quarters available to dislocated 
people we have a serious, almost insurmountable obstacle to slum 
elimination. These provisions making public housing available for 
relocation can be of great help in removing an urban renewal program 
off dead center. 

We believe of even greater importance to our Nation is the restriction 
of the use of public housing to those of our people unfortunate enough 
to be unable to support themselves. Just as there must be room for 
charity as well as a chance under our economic system there can be 
none for socialist or communal practices. When we permit earnings 
in public subsidized housing equal to that which 40 percent or more 
of our population is earning we are accepting just such an economic 
ideology. Ona purely economic basis millions of families are eligible 
for public subsidy through public housing, millions more are com- 
mitted to pay for their support. The half of our population never 
could, and never should support the other half of our population. 
Consequently subsidized housing must be available only to our lowest 
and needy economic group. Anything else would be intolerable to the 
very foundation and economic structure of our society, anything else 
will break down the moral] fiber of supporters and supported alike. 

(Population and housing comparisons are as follows :) 


Statistics—Population and housing comparisons 


POPULATION INCREASE HOUSING INOREASE 


Percent Percent 
1940-50 1940-50 ere, 
NPE spe hcaven ured ninb enioecnecebbcatneanaen OO fe ae Sie eee Noein 37.0 


ADULT POPULATION AND HOUSING 


18 years and over Housing units 
91,000,000 | 1940 37,300,000 
104,000,000 | 1954 G 51,200,000 


Increase adult population, 13,000,000-+-. 
Increase housing,® No. 13,900,000. 


1 Bureau of Census, P-C 1. 
2 Bureau of Census, series P—25 No. 106. 


$Census, p. 20. No. 41: Census, HC-8, No. 1, Construction Review I, No. 3 (1955) 
(Department of Commerce). 


POPULATION PER DWELLING UNIT 
1940, 3.7 persons. 1953, 3.3 persons (Census, p. 20, No. 41)- 


RATIO—POPULATION TO HOUSING UNITS 


1954 Housing, 51,000,000. 
1954 population 18 years and over, 102,000,000. 


Ratio: 1 house for each 2 people 18 years and over. 
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FAMILIES IN THE U. S8.—1940—-1955 


1940, 32,200,000. 1955,* 42,600,000. 

Comparison: Increase families, 1940-1955, 10,400,00. 

Increase housing, 1940-1955, 13,900,000. 

* Bureau of Census, series P—20, No. 42. 

NUMBER OF VACANT DWELLING UNITS IF HOUSING USED AS IN 1940 

Vacant, 7,000,000. 

Vacancy factor, 13.8 percent. 

Mr. Du Laurence. I would like to present to the committe some 
pictures of rehabilitation and modernizations to show the committee 
Just exactly what I mean. 

Here is the average so-called rehabilitation in the Midwestern city. 
It is an old home that has been covered by imitation brick siding, 
or simulated brick siding. We have thousands of these in the city of 
Cleveland, as Mr. Vanik will tell you, and they can be found in Detroit 
and all the other locations, but specially in the Middle West. 

This is an expensive rehabilitation, if you can call it a rehabilitation. 
It. cost anywhere from $1,400 to $1,800, and more in the case of larger 
homes. 

Mr. Vanik. You are talking about purchase outside ? 

Mr. Du Laurence. That is right. Here is the same building as it 
could be modernized if the people knew how to do it. Actually this 
modernization only cost $700 to do and this modernization, if it can be 
called that, cost $1,400 to $1,800 to do, or approximately twice as much. 

We were faced with two problems in considering this rehabilitation 
project. In the first place, we made a survey in several cities, specially 
in Cleveland, in order to see why this operation wasn’t getting any- 
where. We knew that 6 million loans had been made, and yet it wasn’t 
evident in any of the substandard neighborhoods surveyed. 

As we went through some of these substandard areas, we suddenly 
realized that attempts at rehabilitations had been made, but they were 
made in such a way that the results were worse than the original prop- 
erties, consequently the money was wasted. Then we realized that we 
had to have two things done: First, that we had to have architectural 
help for our people, and that this architectural help would have to be 
inexpensive, and secondly, that the rehabilitations themselves would 
have to be inexpensive and yet conform to our ideas of beauty and de- 
sirability and charm, as we think of them today. 

Mr. Brown. Why did one of those buildings cost more than the 
other to remodel ? 

Mr. Du Laurence. Because this is red brick siding that is done 
entirely around the building. It isa skin covering and costs more than 
paint. In addition to that the windows and trim have to be built up to 
conform with the added thickness on the exterior of the building. If 
you will notice, you can see that these windows have been built up. 
This better modernization has used the surface as it was. It was 
painted and then modernized and beautified with a nice entrance and 
shutters and modern doors and windows. 

Mr. Vantk. Does that take into consideration to repair the siding? 
You could paint that house originally if the siding was in condition, 
but usually the siding was shot so you simply covered up the old siding 
with an asbestos brick fill. If you are going to a $700 job you couldn't 
repair that siding or begin to do that for $700. 
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Mr. Du Laurence. That is quite right, Mr. Vanik, but that gen- 
erally is not the case. It wasn’t the case in this house, and generally 
we find the siding is in good condition. People are sold this sort of 
thing because they are sold on the idea that they will never have to 
paint again. Unfortunately, that is only too true, in fact it is one of 
the tragedies of this treatment. You can’t paint or do anything to 
it. It just gets dirty and stays that way until you hope the house 
will fall down as quickly as possible. 

This is about the same type of house built about the same period 
but this much better exterior treatment only cost about $600 to do. 
There again you have an example of what can be done if the proper 
methods are used. 

Without it, I don’t think we can succeed in our modernization 
effort. I don’t think we will ever get rid of slums and ever get rid of 
substandard houses unless people are educated in this type of thing. 

Here is a little house that was built in the early 1870’s. The owners 
have already covered this with yellow brick siding. You can see 
it does nothing to the property whatsoever and it is quite expensive. 
This little treatment for the same property, which would cost $250, 
or a good deal less than the bad treatment, is much more effective and 
much more desirable. With this treatment you have a house that 
people would enjoy living in and owning. 

This is the gay 90’s house. It is a problem in a great many of our 
Midwestern cities. You wonder what to do with this type of house. 
We have streets and streets of houses like this in the city of Cleve- 
land. People don’t know what to do with them. Most of them 
cover them with some imitation siding. Most of them use this treat- 
ment. These are covered with shingles. 

Here is another house right next door covered with the same brick 
siding. You can see they spend money from these pictures. They 
desire to improve their property, but don’t know how to do it. 

Mr. Tauir. I wonder about our schools of architecture. Do they 
consider this sort of thing in their courses? 

Mr. Du Laurence. I don’t know whether they do or not. We have 
4 or 5 architects in the city of Cleveland that are going to do this for 
the Federation of Realty Interests on a very reasonable basis in order 
to help overcome this problem. We are just starting the program in 
Cheseliail: 

I brought this picture along because it shows the 1910 house. This 
other picture shows how much could be done with very, very little, if 
you know how to modernize. This house was vacant as you can prob- 
ably see. Nobody wanted to live in it. It was just a monstrosity. 
However, fundamentally the house was sound, as it most housing in 
this country. I would say that 90 percent of the housing in this 
country can be saved, as in this case. You can see that it had the 
Chinese pagoda effect as part of its decorating effect. In all these 
projects we try to hold down the expense, because these people just 
won’t spend a great deal of money for a complete modernization. The 
only thing we did in this case was to take off the Chinese pagoda 
entrance, and to put on a Georgian entrance, take out the old, tired 
shrubbery and put in a formal shrubbery. This was box hedge, and 
very inexpensive. Then the house was painted properly. It is a very 
inexpensive treatment, but there again, know-how is the crux to this 
whole problem. 
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Mr. Vanik. What about the greater improvement that must be made 
inside of that house? The plumbing i is shot, the heating system is shot, 
the ventilating system is all filled up. 

Mr. Du Laurence. There are a good many cases like that ; however, 
as we have made surveys on these houses, we have been amazed at how 
good some of the interiors are. They are generally the last things to 
be allowed to deteriorate. There are exceptional cases where the in- 
teriors look worse than the exteriors, but generally they are the 
exception. 

Mr. Vanik. That interior is probably perfect. What condition are 
the plumbing lines? The water doesn’t seep through any more. The 
lines get filled with mineral and fill right up. You can’t even take a 
bath out there. 

Mr. Du Laurence. There are such cases, but it is a lot cheaper to fix 
them up than build. 

Mr. V ANIK. Restoring your water and sewage lines and your power 
lines would probably cost $5,000 in that house. 

Mr. Du Laurence. No. I will tell you just exactly what the co- 
per plumbing cost in this house. The copper plumbing cost $550 in 
this house. 

Mr. VantK. Installed? 

Mr. Du Laurence. Installed. 

Mr. Vanik. You can parlay that right up—a new water tank? 

Mr. Du Laurence. A new water tank and heater will cost you $98 
to install. You can save housing at much less cost than putting up 
new housing, and far, far less than buying it, tearing it down, and 
rebuilding. 

Mr. Vanik. I don’t want to take issue with you on the point. I 
want to get the full cost in here. That is the full cost of moderniza- 
tion. We aren’t going to save any property unless it is rendered 
livable. It has not only to be attractive, but it has to be livable. 

Mr. Du Laurence. Most housing is far more livable on the inside 
than the outside would indicate. That is the last thing that is allowed 
to deteriorate. We made a survey in Cleveland—I think perhaps I 
talked to you about it at one time—we thought that we could save 
between 85 and 90 percent of all substandard housing in the city of 
Cleveland. We would be far, far ahead financially if we attacked 
the problem this way. 

That, briefly, is what I have to suggest on our rehabilitation pro- 
gram. 

Mr. Vanix. If I may interrupt, Mr. Chairman, how would you 
propose to be sure that the money is spent wisely on these projects? 
What formula or what method would you suggest? You see, we 

can’t tell the person what to do with his money. I have had people 
in my district that bought plastic siding, and spent $1,500 for plastic 
siding on a house and then had to spend $500 to take it off because it 
started to peel within 2 years and peeled right off. FTA money went 
in there and they couldn’t do a thing about it because the FHA office 
said, “Well, something was wrong with the basic product and they just 
couldn't help it.’ 

Mr. Du Laurence. We are considering this question on a national 
basis, and that always increases the problem very materially. Let me 
tell you what we are trying to do in the city of Cleveland. 
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In the first place, we have a large rehabilitation committee which 
is going to make a list of good contractors, reliable workmen. We 
are going to have a list of suggested prices for various activities. 
Consequently, if you have to replace a furnace you know approxi- 
mately what it should cost. If you have to paint a two- -family house 
you know approximately what it should cost. We are going to try and 
keep the troublemakers out of this program as much as possible. 
Then every group has agreed to make themselves available for sug- 
gestions to homeowners, ‘especially as to whether or not certain con- 
tractors and certain material men are reliable. The home builders 
are going to take care of their group. The hardware people are going 
to take care of their group. Every group will try to police itself. 
That is really the only way you can carry on this program. 

Mr. Vanix. What would you recommend by way of a change in 
the law to avoid this waste of money in the wrong type of improve- 
ments? Isthere any legal remedy ? 

Mr. Du Lavrence. Our suggestion is that any city qualifying under 
section 220 should be made to hire an architect whose sole duty is to 
make suggestions for these modernizations for the people. 

Mr. Vanrx. Make that as a condition precedent in the law ? 

Mr. Du Laurence. That is right. 

Mr. Vani. That may just eliminate a great many applications and 
eliminate a great deal of modernization that might otherwise be desir- 
able. There are some people that are very very good as their own 
architects. 

Mr. Du Lavrence. If you consider the home modernization now 
being done in the city, you will find that most of it is highly undesir- 
able. Assuming that you are correct, and that you would cut the ap- 
plications down 25 or 30 percent, I believe you would still be far bet- 
ter off than to carry on the sort of thing that I first showed you in 
this picture. That type of rehabilitation is an expensive procedure 
and yet it does nothing for the home or the city. As a matter of fact, 
it is worse than nothing, because it can’t be painted or treated in any 
way. It just stands there and gets dirty and helps deteriorate the 
entire neighborhood. 

Mr. Brown Are there any further questions? Dr. Talle. 

Mr. Tauie. Mr. ¢ ‘hairman, I was reflecting on what has been 
said about housing, and I agree with the point of view that there is a 
lot of housing that can be rehabilitated, and that an architect could 
at least help to select those houses that can be saved, and probably 
select those that are not worth saving. 

Mr. Du Laurence. May I make another suggestion? The Federal 
Government gives out information on virtually every activity that is 
carried on in the country, from farming down. You can get a Federal 
pamphlet, suggesting how to do various things, in fact, almost any- 
thing you can think of, except on remodeling and modernization of 
housing. 

I showed these pictures to FH and FHA. They were quite inter- 
ested, but said that unfortunately they didn’t have any money which 
they could use for this sort of an educational program. 

[ think considering the fact that we have made loans amounting to 
$8 billion, it would be well worthwhile and cheap insurance to vote a 
certain amount of money, a million or million and a half dollars, which 
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could be used solely for the purpose of educating people on how these 
housing modernizations can best be effected. 

Certainly much, much more money will be saved by the people of 
this country than the million so spent. 

Mr. Taiz. There are two very good architects in my home town, 
although it is just a little over 6,000 population. They are members 
of the American Institute of Architects. Is that what you call the 
organization ¢ 

Mr. Du Laurence. Yes. 

Mr. Tate. They have fine reputations and have shown good results. 
I know they do good work in this line—rehabilitating old houses, and 
it disturbs me to see large areas, just torn down wholesale—knocked 
down, and I have a feeling that many of those structures should be 
renovated. 

Just trying to salvage the bricks is a very costly thing, to knock 
the cement and mortar off the cement. 

Mr. Brown. Do you have any other questions, Mr. Vanik ? 

Mr. Vanix. No. I have no other questions. I would simply like 
to state that I certainly want to commend my friend from Cleveland 
for his very fine and illustrated statement for the committee. I just 
want to say that I have several points of difference with his recom- 
mendations. Rather than have an architect’s plans as a condition 
precedent for FHA loan approval, it seems to me that a more eftec- 
tive screening by FHA itself would save these people the architect's 
tees. 

For example, if there was a certain construction material that was 
unsatisfactory, or inadvisable, I think FHA ought, as a matter of 
policy, to rule certain things out, like these inferior plastic substances 
that have been sold as siding coverages. They peel and scale off and 
have to be removed. I would just like to say that I feel that simply 
making a record at FHA offices and doing nothing about it is not 
enough. 

I think that the office ought to make public its recommendations for 
advisable reconstruction plans, reconditioning plans, and moderniza- 
tion plans, and for the various types of homes. Our homes in Amer- 
ica—our older homes fall in several distinct types and on these older 
homes a standard modernization plan could be submitted to fit most of 
the bill. 

If FHA could, in a more effective way, screen out the inferior plans 
generally or the inferior materials, it would save the average home- 
owner the great expense of an architect, because the average archi- 
tect’s fee is 5 percent, isn’t it? 

Mr. Du Laurence. It would be more than that in this case. That 
is why we have used this method. We have a picture like this blown 
up. The picture costs us $1.50. It costs $1 to mount. We then take 
the picture, or pictures, through the Hough area council or various lo- 
cal councils who, in turn, will take them to the architect. The archi- 
tect works up something like this drawing. He never sees the prop- 
erty, consequently the cost is kept down. This, then, is returned to 
the owner for an entire fee of $20 or $25. The owner then is to give 
this to the carpenter who will use it as a suggested model for his work. 





540 HOUSING AMENDMENTS OF 1955 


Otherwise, the architect’s fee might very well range from $125 to 
$150. We know that most of the people, especially the low-income 
people, would not spend that much money for this necessary model. 

We believe that $2,500 can go a long way toward modernization if 
you know what you are doing. This is a picture of an apartment 
which is our most expensive example of this work. I didn’t show that 
to you in the interest of saving time. This cost about $1,000 or $1,100 
to do. You certainly can do an effective job for $2,500 if everybody 
holds their profits down to a reasonable sum. 

Mr. Brown. Under Title I that is available to remodel the houses. 
The question is, to get the proper architect. 

We are very glad to have your testimony. 

Mr. Du Laurence. Thank you very much, sir. 

Mr. Brown. We will adjourn until 10 o’clock tomorrow morning. 

(Whereupon, at 4: 47, the committee adjourned.) 
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THURSDAY, JUNE 9, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met at 10 a. m., the Honorable Brent Spence, chair- 
man, presiding. 

Present: Chairman Spence, and Messrs. Brown, Patman, Multer, 
O’Hara, Mrs. Buchanan, Mrs. Sullivan, Fountain, Reuss, Mrs. Grif- 
fiths, Vanik, Bell, Wolcott, Talle, Kilburn, Betts, and McVey. 

The CHairman. The committee will be in order. 

I hope we can expedite the hearings because the committee will 
adjourn at 12 o’clock. We have something coming up in the House 
at that time. 

Mr. Clerk, call the first witness. 

Mr. Hatuanan. The first witness is the Honorable Franklin G. 
Floete, Assistant Secretary of Defense for Properties and Installa- 
tions. 

The Cuamman. Mr. Secretary, we are very glad to have the benefit 
of your views. 

‘ou may proceed as you desire with your statement. You will not 
be interrogated until you conclude, or you can proceed just as you 
desire. 

Secretary Froere. I will proceed, then, sir, to read the statement 
and certain comments that we have in addition to the recommended 
amendments to section 4 of this bill. 


STATEMENT OF HON. FRANKLIN G. FLOETE, ASSISTANT SECRETARY 
OF DEFENSE FOR PROPERTIES AND INSTALLATIONS 


Secretary Frorre. Mr. Chairman and members of the committee, 
I appreciate this opportunity of again appearing before your com- 
mittee on a matter of great importance to the Department of Defense. 
That is the matter of providing adequate housing for our servicemen 
and their dependents. 

Subsequent to my last appearance before this committee, S. 2126 
was passed by the Senate and referred to this committee. Title 1V 
of S. 2126 would substantially amend title VIII of the National 
Housing Act for the purpose of providing supplementary authority 
for the acquisition of housing units. The Department of Defense 
offers certain amendments to title IV for your consideration at this 
time. However, actual experience under this new provision may 
require certain additional amendments in the future in order to make 
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it fully effective and a valuable supplement to appropriated fund 
housing. 

The amendments recommended by the Department of Defense, in 
the order in which they would be inserted in 8. 2126, as reported in 
the Senate, are as follows: 

1. On page 39, lines 18 and 19, delete “(including the United States 
acting through the Secretary of Defense or his designee, and his 
assigns) .” 

In order to retain the concept of a corporate mortgage insured by 
the FHA, the corporation which would be the original borrower under 
a mortgage or its corporate successor or assign would be continued 
in existence and remain as the mortgagor although it is contemplated 
that the United States may become the sole stockholder of the mort- 
gagor corporation. The United States itself would never become a 
true mortgagor. For that reason, the parenthetical phrase is unnec- 
essary and misleading. 

2. On page 40, lines 4 and 5, delete “personnel of the”. This phrase 
appears to be redundant. 

3. On page 42, line 8, after the word “Secretary,” insert “or his 
designee”. 

This amendment will make this provision consistent with other 
references in the bill to the Secretary or his designee. 

4. On page 42, line 9, after the word “to,” insert “substantially”. 

This amendment will conform the text more closely to that of Title 
VIII in its present form and recognize that minor adjustments in sta- 
tion complements will occur from time to time. 

5. Page 42, line 16, delete “otherwise” and insert in lieu thereof 
“readily”. 

Unless this amendment is adopted, Title IV could be utilized only 
as a last resort after other methods of providing housing have failed. 
The substitution of the word “readily” retains the basic purpose of the 
parenthetical limitation but allows sufficient flexibility to make it 
workable. 

6. On page 43, lines 18 to 20, delete “: Provided, That the replace- 
ment cost of the property or project as determined by the Commis- 
sioner” and in lines 24 to 25 delete “, shall not exceed an average of 
$13,500 per family unit”. 

This amendment would clarify the language of the bill and remove 
the confusion resulting from the reference to replacement. costs, 
already covered by paragraph (A), in a paragraph that otherwise 
deals with actual costs on an average basis. 

7. On page 45, at the end of line 16, add the following: “The Com- 
missioner may reduce the payment of premiums provided for herein.” 

This amendment would eliminate the mandatory aspect of the pre- 
miuin requirement and authorize it to be reduced when the Secretary 
of Defense guarantees the Armed Services Housing Mortgage Insur- 
ance Fund or when the full premium is not required to maintain the 
solvency of the fund. 

8. On page 53, after the period in line 21, insert the following: 

Any such contract shall provide that each housing unit as completed be placed 
under the control of the Secretary of Defense or his designee. 

This amendment would provide for the transfer of control over 
individual housing units at the earliest practicable time so that the 
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housing may be assigned immediately to military personnel and so as 
to avoid a possible windfall to the builder prior to the completion of 
the whole of the project. 

Those are the only amendments, Mr. Chairman, that we suggest. 
However, we would like to comment on two other points. 

In addition to the foregoing specific amendments to S. 2126, the 
Department of Defense feels that it must call to your attention two 
aspects of the bill which are quite likely to create administrative diffi- 
culties and make the bill less attractive from an investment stand- 
point. 

In the first place, the mortgages must be amortized over a period not 
to exceed 30 years, but the total payments on such mortgages, includ- 
ing 4 percent interest and premium charges, and for the cost of main- 
tenance and operation, are limited to an average of $90 a month for 
each housing unit. The present cost experience of the Department 
of Defense for maintaining and operating public quarters is $346 a 
year, or slightly less than $30 a month. It is reasonable to assume 
that the cost of maintenance and operation of these housing units 
will be the same as are general public quarters. The approximately 
$60 a month remaining after payment of the cost of maintenance and 
operation will not amortize the mortgage within the authorized 30- 
year period but, rather, will require an amortization period of 40 
years. While the Department of Defense will strive, within the fore- 
going requirements, to utilize this authority to supplement its pro- 
gram for appropriated fund housing, this Department is confident that 
the actual cost experience of maintaining and operating these housing 
facilities will demonstrate the need for amending those provisions. 

Other difficulties of administration may arise in connection with the 
corporations envisioned by title IV. A corporate mortgagor must 
be kept in existence during the life of the mortgage. However, the 
acquisition of the corporation itself by the Government would create 
problems similar to those which led the Congress to enact the Govern- 
ment Corporation Control Act. Time has not permitted a complete 
analysis of this problem, but it may become desirable to seek amenda- 
tory legislation at a later date. 

Subject to consideration of these recommendations and observations, 
the Department of Defense favors the enactment of title IV of S. 2126 
as a supplement to, but not as a substitute for, this Department’s pro- 
gram for appropriated fund housing. 

The Bureau of the Budget advises that there is no objection to the 
presentation of this statement to your committee. 

I thank you for this opportunity to discuss this program for the fur- 
nishing of additional urgently needed housing for our servicemen. 

The CHarrmMan. The amendments -you suggest are to the Senate bill, 
as passed by the Senate. We are considering the House bill, and your 
amendments will be considered here. 

Do you favor direct construction by the Government of these houses ? 
Do you feel there should be an appropriation? Do you believe there 
ought to be an appropriation by the Appropriations Committee ? 

Secretary Fioere. Yes, sir; we are asking for authorization, sir, in 
the publie works bill, of $255 million for constructing houses by that 
method. We will also : ask an appropriation of $365 million, which will 
include the $255 million new authorization, plus $110 million rem: lining 
from the authorization of last year in Public Law 765. That has been 





544 HOUSING AMENDMENTS OF 1955 


the position of the Department of Defense since we believe that is the 
cheapest and best method, but we also realize that we are not certain 
that we will get that money this year nor next year, and we believe the 
urgency of the requirement is so great that some supplemental method 
should be considered. 

The Cuatrman. Isn’t there a supplemental method provided in the 
bill, wherein Fannie May is authorized to make prior commitments ‘ 
Wouldn’t that obviate the necessity for an appropriation / 

Secretary Fiorre. I don’t believe that would act as a substitute for 
direct appropriations. 

The CuarrmMan. I think you might, in effect, pass an appropriation 
by that method, don’t you think so? If Fannie May can make a prior 
commitment to purchase the mortgage, you might. 

Secretary Fiorre. Under this present bill? 

The CHarrMan. Yes. 

Secretary Fiorre. Of course there is a provision that it may be used 
in the event the other method fails. 

The Cuatrman. Wouldn’t that really obviate the necessity for an 
appropriation? Would there be any difficulty in obtaining funds 
under that procedure? I don’t see that there would. There would be 
absolute security for the mortgagor or the mortgagee. 

Secretary Fiorre. We have really never considered just that angle 
of it. I would rather reserve and give you a statement on it. 

The CHarrman. We would be glad to have that, Mr. Secretary. 
The amendments you suggest will be considered for the purpose of 
the House bill if we report it. 

Are there any further questions ? 

Mr. Berrs. Mr. Chairman. 

The CHarrman. Mr. Betts. 

Mr. Berrs. Were the questions that the chairman directed to you 
covered in section 402 of the Senate bill? Is that the reference, or 
is that the section the chairman questioned you about? I think it is on 
page 52 of the Senate bill. 

Secretary Fioere. I assume so. 

Mr. Berrts. In other words, that is the subject matter the chairman 

yas questioning you about ? 

Secretary Fiorre. That is my understanding of it; yes, sir. 

Mr. Berrs. You are going to submit a statement to the committee 
as to whether or not that is a bypassing appropriation request, so to 
speak, and let us know whether or not it is a means of securing money 
without showing up in the Federal debt ? 

Secretary Frorre. As I understand, that is the question. 

Mr. Berrs. And you will submit a statement on that effect to the 
committee ? 

Secretary Fiorre. Yes, sir. 

Mr. Berrs. Do you know whether or not the Budget Bureau has 
approved of that section? That is, 402 of the Senate bill ? 

Secretary Fiorre. We will get it clear with the members of the 
staff and give the answer. I am not quite certain yet what is desired. 

Mr. Berrs. That will all be submitted later ? 

Secretary Fiorre. Yes, sir. 

Mr. Berrs. That is all, Mr. Chairman. 
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The Cuarrman. The question is whether or not it is necessary to 
have an appropriation if we pass this bill. We would like to have 
your opinion on that, Mr. Secretary. 

Secretary Fioere. All right, sir. 


(The following letter was submitted to the committee :) 


ASSISTANT SECRETARY OF DEFENSE, 
PROPERTIES AND INSTALLATIONS, 
Washington 25, D. C., June 13, 1955. 
Hon. BRENT SPENCE, 
Chairman, Committee on Banking and Currency, 
House of Representatives. 

DraR Mr. CHAIRMAN: In connection with my testimony on June 9, 1955, before 
your committee on title IV of S. 2126, you asked whether the authorization in 
that bill for FNMA to make prior commitments with respect to mortgages under 
the revision of title VIII of the National Housing Act would obviate a need for 
appropriations for the housing contemplated by the bill. 

Title IV of S. 2126 would authorize the providing of additional housing units 
for servicemen through the payment over a period of years of the amounts that 
would otherwise be appropriated and paid to the servicemen by way of quarters 
allowances. It is the understanding of the Department of Defense that the 
capital required for such a program would be provided by private investors who 
would be secured by mortgages guaranteed by the Federal Housing Administra- 
tion. The revised title VIII is a method of inducing the participation of private 
capital in this program, which will supplement the program of appropriated 
fund housing in connection with the military public-works bill. The authority 
with respect to FNMA under section 402 of the bill would provide for a secondary 
mortgage market as a further inducement to the participation of private capital 
in the program. 

While FNMA is not viewed as a source of deriving funds for this program, a 
provision of this type appears essential in order to eliminate any unnecessary 
delays in the prosecution of this housing program by not having available a 
secondary assured mortgage market for interim financing until such time as 
private capital is acquired. Its desirability has been demonstrated in connection 
with the present title VIII. Mortgages totaling $658,384,000 covering 81,866 
units have been insured under the present title VIII. We are advised by FNMA 
tnat up to April 30, 1955, FNMA had purchased or had entered into commitments 
. purchase 115 housing projects, $271 million. Of that amount, FNMA had on 
hand on that date mortgages covering 26 projects totaling $52 million and had 
purchased and sold mortgages on 25 additional projects totaling $72 million, 
Commitments to purchase 34 additional projects totaling $79 million were out- 
standing, and additional commitments with respect to 30 projects totaling $68 
million had been canceled. Thus, the total of the mortgages held or under active 
commitment by FNMA on April 30, 1955, was $131 million or approximately 
20 percent of the total of the mortgages insured under title VIII. The actual 
investment by FNMA was $52 million, or less than 10 percent of the value of the 
outstanding mortgages. To that extent the financing of the housing would be 
done, in effect, through the use of public funds originally appropriated to FNMA. 
However, those figures show a substantial participation by private capital which, 
it is believed, would continue under the revised title VIII. Without a substan- 
tial participation by private capital, this Department would not rely upon title 
VIII to supplement its present program for direct appropriated fund housing. 

As you know, my testimony with resect to S. 2126 related to that bill in the 
form in which it was reported by the Senate Committee on Banking and Cur- 
rency. There has been called to my attention that a new section 403 (d) was 
added to the reported bill by an amendment on the floor of the Senate. While 
the Department of Defense concurs with the stated objectives of that amend- 
ment, the Department believes that the amendment in its present form may 
produce certain administrative problems in connection with the housing inspec- 
tions by the Federal Housing Commissioner and the Department of Defense. 
For that reason, we recommend that you consider the advisability of substituting 
language in substantially the following form: 

“(d) The Secretary of Defense or his designee may not acquire or operate any 
housing under authority of this section until the housing is inspected by the 
Commisisoner (in conjunction with the Secretary of Defense or his designee) 
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and certifies to the using department that it has been constructed in substantial 
conformity with the plans and specifications.” 

I would like to take this opportunity to reaffirm the position of the Department 
of Defense in favor of the enactment of title IV of S. 2126 and to request earnest 
consideration of the amendments and observations set forth in my statement 
before your committee and in this letter. 

Sincerely yours, 
FRANKLIN G, FLOETE. 

The Cuarrman. Any further questions? 

If not, we are glad to have your views. I am sure they will be 
considered when the committee goes into executive session. If you will 
stand aside, Mr. Secretary. 

Call the next witness. 

Mr. Hatitawan. The next witness is Mr. Clarence Mitchell, repre- 
senting the National Association for the Advancement of Colored 
People. 

The CHarrman. You may proceed as you please. 

If you have a written statement, you may read it. 

Mr. Mrrcneizt. Thank you, Mr. Chairman. I would prefer to read 
it,if [may. Itis short. 

The CHatrman. You may read it. It will appear in the record 
and then you will be interrogated. 

Mr. Mircnenz. Thank you. 


STATEMENT OF CLARENCE MITCHELL, DIRECTOR, WASHINGTON 
BUREAU, NATIONAL ASSOCIATION FOR THE ADVANCEMENT OF 
COLORED PEOPLE 


Mr. Mircnevit. Mr. Chairman and members of the committee, I am 
Clarence Mitchell, director of the Washington Bureau of the National 
Association for the Advancement of Colored People. 

The national housing program is a cruel and disgusting hoax so far 
as colored citizens of the United States are concerned. Each year, 
through the expenditures of millions of dollars in FHA, VA, and 
slum clearance programs, the United States is expanding housing 
segregation. 

It is an incredible paradox that the same Government which has 
valiantly and successfully fought racial segregation on other fronts is 
actively promoting segregation in the places where our citizens live. 

An analysis of census data, 1940-50, reveals the following facts: 

Nonwhites comprised 10.83 percent of the total population in 1950, 
but occupied only 8.6 percent of all occupied dwelling units. 

The nonwhite population increased at a faster rate than the number 
of dwelling units it occupied—15 percent against 10 percent—whereas 
the reverse was true for whites—14 percent against 23 percent. For 
nonfarm areas alone, the nonwhite population rose by nearly 40 per- 
cent, while the number of dwelling units it occupied increased by only 
51 percent. 

The proportion of overcrowded units, with more than 114 persons 
per room, among nonfarm dwellings occupied by nonwhites was some 
four times as high as that for whites. 

In nonfarm housing only, the proportion of dilapidated homes 
among nonwhites was five times as high as among whites—27 percent 
as compared to 5.4 percent—and, in addition, the proportion of homes 
not dilapidated but lacking in one or more of piped running water, 
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private flush toilet, private bathtub or shower, was more than twice 
as high among nonwhites as among whites, 35 percent as compared to 
17 percent. ; 

Although homeownership rose sharply among nonwhites during the 
decade 1940-50, nearly two-thirds of the nonwhite households in non- 
farm areas were still renters in 1950 as compared with 45 percent of 
white nonfarm households. 

We offer evidence found in 1950 Census of Population, covering 168 
standard metropolitan areas. These data show a marked difference 
between whites and nonwhites in the pattern of growth within stand- 
ard metropolitan areas during the decade. The increase of the white 
population within the central cities was 10.1 percent in contrast to 35.9 
percent outside of these cities; the increase of the nonwhite popula- 
tion was 48.3 percent within the central cities and 32.0 percent out- 
side. These figures, based as they are on the overall average, tend to 
cbscure the striking contrast that exists in the cities showing signifi- 
cant increases of nonwhite population. In the vast majority of these 
cities practically all of the population increase for nonwhites has con- 
centrated in the central city while the bulk of the increase among the 
white population is shown outside of the central city. 

In short, the prevailing pattern is that of a central city, with rapidly 
increasing and spreading residency by racial minorities, ringed by 
expanding relatively new all-white suburban areas. The conditions 
under which these new areas are developed and sold or rented effec- 
tively retain them as white residential areas whether or not racial 
restrictive covenants are used. Significantly, it is these areas into 
which most new residential construction has taken place. 

In other words, to give a specific example, gentlemen, we might take 
the city of Washington. I think it is generally known here that the 
proportion of colored people in the central city of Washington in- 
creases, whereas if you look at the metropolitan area as a whole, in- 
cluding the suburban areas, the population ratio has remained about 
the same. This has come about because in the areas that surround 
Washington, where FHA funds have made new housing possible, the 
Negroes are excluded ; whereas, in the central city, where old housing, 
which now exists, is available, we have won court cases which make 
restrictive covenants inapplicable. The result is if a colored man 
has the money and there is a willing seller, he can buy a house in 
Washington proper, but no matter how much money he has if he 
tries to buy a house in most of these suburban areas which have been 
made posible by FHA insurance he cannot buy it, because the owners 
of those developments refuse to sell to them, solely because of race. 

The National Association for the Advancement of Colored People 
has consistently urged that the Congress, the executive branch of Gov- 
ernment, and the courts, eliminate the blight of second-class citizen- 
ship from the housing field. 

Our efforts have been partly successful in that we have ended court 
enforcement of racial, restrictive covenants. Where there is a willing 
seller, and a colored purchaser has the money and access to lending 
resources, segregation is ending in many old housing units in metro- 
politan areas. 

In contrast, where new housing is built with the help of the resources 
of the Veterans Administration, the Federal Housing Agency, and 
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other Federal agencies, there is an ironclad policy of building whole 
cities for whites only. 

The classic example of this is found in Bucks County, Pa., in a 
development known as Levittown. 

I hope the next time that any of you gentlemen go to New York you 
will just look to the left on the northbound train and see that huge sign 
which advertises “Levittown,” a whole new city in Bucks County, Pa. 

The builder of this development could not have done so without the 
aid of the Federal Government. To many he may be the example of 
a successful builder, but, in the eyes of minority group members who 
are denied housing by him solely because of race, he is a symbol of 
the encroachment of police-state methods in America. 

In other words, he has, by his personal fiat, with the help of the Gov- 
ernment, set up a rule in that town of several thousand people that you 
may bring a dog in, but you may not buy a house if you are a colored 
man, even though you have the money. 

Our contention is that he may have a right to do that as an indi- 
vidual but he does not have a right to come in and get the Federal 
Government to help him to accomplish that kind of an un-American 
program. 

The present policy of restriction in the housing field is a startling 
repudiation of all that the traditional supporters of free enterprise 
are supposed to stand for. 

I included this statement about free enterprise because I think in 
the housing field the free enterprise banner is raised more frequently 
than in almost any field that I know of. Can anyone imagine the 
automobile industry restricting its sales to whites only? Can anyone 
imagine a man who wants to sell refrigerators ignoring a substantial 
part of his potential market simply because that market is not white ? 
Yet this is exactly what is happening in the real estate and housing 
field. 

Those who have new housing to sell or land that is available 
for development must give assurance to lending institutions and often 
to local government that the housing and land will be used for whites 
only. There is not a single top Federal official in the housing field 
who does not know this is happening, and who does not by action or 
failure to act help to continue it. 

The current policy of the Housing and Home Finance Agency is to 
make a lot of noise about the existence of the problem but do nothing 
about it. The HHFA’s approach to the minority housing problem is 
like shooting off fireworks to scare away evil spirits. 

Again and again there have been pronouncements and meetings 
about the problem of minority group pes a Coming out of these 
meetings one is keenly aware of the fact that the Housing and Home 
l'inance Agency believes that the solution to the problem of minority 
group housing is the building of more segregated housing rather than 
integration into existing structures. 

The latest report from the Housing and Home Finance Agency indi- 
cates that on May 16 Administrator Albert M. Cole announced that he 
would call to Washington representatives of 25 big Negro life insur- 
ance companies and banks in an effort to get more mortgage money 
into housing for minorities. : 

I would like to say, gentlemen, there is a classic illustration of what 
I said at the beginning about this housing program being a hoax, so 
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far as minority groups are concerned. The Housing and Home Fi- 
nance Agency called in what it said were the big Negro insurance com- 
panies who had the finance with which to build houses. They told 
these men who came in that this would be an off-the-record conference. 

These companies represent people who have assets of about $180 
million. They have bareaity got about 25 percent of their assets obli- 
gated for FHA mortgages. 

In contrast, there are 14 big companies which have assets of about 
$55 billion. Nobody invited the $55 billion crowd in to find out how 
more money could be available, but they invited the colored people in 
who had $180 million, and who have already got about 25 percent of 
their assets tied up in these FHA matters. 

During the course of the meeting, and also in the written invitation, 
Mr. Cole assured all of these men who came down, at their own ex- 
pense, incidentally, that this would be an off-the-record meeting ; that 
there would not be anything done which would embarrass them in any 
way. 

As soon as those men left town the Housing and Home Finance 
Agency got out a press release on this off-the-record meeting, a page 
and three-quarters, single type, about what went on in the meeting. 
The whole purport of this relase, which if the chairman will per- 
mit, | would like to leave for the record— 

May I leave it for the record ¢ 

The CHarrMan. Yes. 


(The information is as follows :) 


Hovusine AND HOME FINANCE AGENCY, OFFICE OF 
Washington 25, D. C. 


THE ADMINISTRATOR 


JUNE 2, 1955. 

Representatives of 16 Negro lending agencies from all parts of the country met 
in the Lafayette Building, in Washington, this week, at the invitation of Albert 
M. Cole, Administrator of the Housing and Home Finance Agency, and heard the 
Administrator ask for greater participation, on their part, in making FHA insured 
loans available to minority borrowers. 

Mr. Cole pointed out that this conference was a part of a program he has 
already put into effect with other lending agencies, which have also been urged to 
increase their interest in making loans to Negro home purchasers. While he 
feels that there is still room for much improvement on the part of the large white 
insurance companies and lending agencies, he said that these conferences have 
definitely brought progress. 

Declaring that a number of minority owned lending agencies are to be con- 
gratulated for their support, he said that most of them are not assuming their 
responsibility toward minority borrowers. The Administrator reminded the 
group that while “it is true that providing houses that are available to minorities 
is a social problem, it is also a financial problem which we must take mutual 
steps to alleviate.” 

He said that the rates, terms, and basis on which minority people are able to 
secure housing from white and minority lending agencies, in many instances, are 
not the same as those offered whites and that the minority-owned lending agen- 
cies, in particular, cannot afford to have a finger pointed at them as exploiters of 
prospective Negro home buyers. He spoke of reports, which the Government has 
received, which show some minority-owned lending agencies charging as much 
as 5-percent premium and 8 percent on mortgages. 

Among the various reasons given by some of those in attendance for charging 
high rates was the claim that the Negro insurance companies are small and can- 
not afford to offer identical rates that large insurance companies offer. 

“If Negro insurance companies went into the FHA mortgage business on a 
large seale, the low interest rate allowed by the Government would run us out 
of business,” said one of the representatives. 

The representative of another company claimed that high premiums and 
interest rates are levied because the mortality rate of the Negro is 10 percent 
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greater than that of whites. Some maintained that charging a high rate of inter- 
est is simply good business and others contended that the Negro public has not 
been conditioned to FHA insured loans. 

Norman P. Mason, Commissioner of FHA, in emphasizing the statements of 
Mr. Cole, told of the educational job that the Government is carrying on to 
convince white lenders that the Negro market is sound. Some of these institu- 
tions are no longer exhibiting the indifference that they have in the past. 

“You have a responsibility to your country to interest yourselves in FHA mort- 
gages for minority families and it must be understood that today 80 percent of 
our offices process an FHA loan application in 14 days,” said the Commissioner. 

A secondary mortgage market was suggested by one of the financiers, which 
would make it possible for the lending agencies to originate a much greater 
number of mortgages and then in time sell them to the secondary market. He 
proposed that in a number of cities a group of Negro organizations raise a capital 
of $100,000 or more to be used for this purpose. This would open the door for 
the handling of many more mortgages, both conventional and FHA, by the lending 
agencies. 

Dr. Gabriel Hauge, Administrative Assistant to the President, brought greetings 
to the meeting from President Eisenhower while Joseph R. Ray, Assistant to the 
Administrator for Racial Relations, chaired the afternoon session. 

Among those present were H. N. Brown, Atlanta Life Insurance Co., Atlanta; 
Maurice E. Collette, Berkeley Citizens Mutual Building Association, Norfolk; 
John T. Harris, Berean Building & Loan Association, Philadelphia; William 
R. Hudgins, Carver Federal Savings & Loan Association, New York City; R. O. 
Sutton, Citizens Trust Co., Atlanta; H. W. Sewing, Douglas State Bank, Kansas 
City, Kans.; A. L. Robinson, Quincy Savings & Loan Co., and Dunbar Life 
Insurance Co., Cleveland; L. C. Blount, Great Lakes Mutual Life Insurance Co., 
Detroit. 

Also, M. Stewart Thompson, Home Federal Savings & Loan Association; B. 
Doyle Mitchell, Industrial Bank, Washington, D. C.; George S. Harris, Metro- 
politan Mutual Assurance Co., Chicago; Truman K. Gibson, Sr., and Earl B. 
Dickerson, Supreme Liberty Life Insurance Co., Chicago; Jefferson Beavers, 
Trans-Bay Federal Savings & Loan Association, San Francisco; and Val 
Washington, director of minorities division, Republican National Committee. 

Mr. Mrrcnet,. The whole purport of that release is that the colored 
people weren’t doing enough in the way of lending; that somehow 
this problem of colored people not getting housing could be laid at 
the door of these colored people, who only have $180 million in assets, 
instead of at the door of these people who have $55 billion in assets. 

They even had a nasty little line in there where they said they had 
gotten some reports that colored people as lending institutions were 
charging more money in the way of interest rates than they should 
charge. gal 

In other words, they made a blanket indictment of everybody who 
was present, without sufficient evidence to back it up, so that the net 
result of what they have done is to, again, make a lot of sound about 
what they hope to accomplish. Actually, they haven’t done anything 
specific on the housing program so far as minority groups are con- 
cerned. 

Let us suppose that these colored lending institutions do provide 
more funds. The immediate question which arises is what effect will 
this have on the segregated housing patterns in Levittown, Pa., or, 
indeed, in Montgomery County, Prince George County; and Arlington 
County, Va.? We might also ask what effect additiona money will 
have on problems presented by slum-clearance programs which are 
reducing the land space available to colored homeowners and renters 
in Baltimore, Md., Birmingham, Ala., Savannah, Ga., and other cities 
without adequate plans to see that the persons displaced are rehoused 
or given an opportunity to return to the area when it is redeveloped. 
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It is a very sad thing, gentlemen, to see people who have lived in 
certain areas for generations—I will mention Savannah, Ga., because 
that is an example. In Savannah there is an area known as the old 
fort area of that community. It has historical significance. A deci- 
sion has been made to improve and redevelop it. A totally new public 
housing project has been built in Savannah. They have demolished 
only part of the total slum area. The picture you see when you go 
into that area is wonderful housing available for white people on the 
land area which was formerly occupied by colored people, ringed by 
the most miserable-looking slum shacks that you could imagine, which 
are occupied by colored people. Again, that has been made possible 
solely because of the current policy of the Federal Government in the 
housing field. 

We have placed this problem before Congress and housing officials 
and the President, many times. 

A comprehensive suggestion for providing a remedy was submitted 
to Raymond Foley, Administrator of the Housing and Home Finance 
Agency, on January 11, 1952. Mr. Foley and his aides took the sug- 
gestions under advisement. Nothing was done to correct the problem. 

When the new Administrator took office, our organization met with 
him on March 15, 1953, to discuss the problem and to make recom- 
mendations for correction. During that year we had additional meet- 
ings with the Administrator on May 7 and July 22. It is significant 
that in the July 22 meeting seven major national organizations also 
urged the Administrator to act on this problem. 

When the President sent his housing message to Congress on Jan- 
uary 25, 1954, it contained a reference to the problem of minorities 
in the housing field as well as a promise that something would be 
done about it. Questions on what would be done have been raised 
with the President from time to time by various organizations, includ- 
ing the NAACP. 

On April 7, 1954, Miss Ethel Payne, Washington correspondent of 
the Chicago Defender, asked the President in his press conference 
what was being done to implement the promise of his January 25 mes- 
sage. At that time he said he would look into the matter. On May 5, 
1954, the same reporter asked what had been learned when he looked 
into the matter, and the President suggested that she check with the 
housing agencies for her answer. 

The New York Times of August 5, 1954, carried this version of what 
the President said at his press conference on the previous day when 
he was asked about minority housing policies: 

He had tried as hard as he knew how to have accepted this idea, that where 
Federal funds and Federal authority were involved, that there should be no 
discrimination based on any reason that was not recognized by our Constitution. 
Ile would continue to do that. 

On August 11, 1954, the National Association of Real Estate Brokers 
asked President Eisenhower to instruct Government housing agencies 
to revise their policies so that Government-assisted housing would be 
open to all qualified persons without regard to race. 

As is usually the case, when Government agencies are confronted 
with mounting displeasure from people who are the victims of an in- 
justice, the Housing and Home Finance Agency has chiefly relied 
upon high-sounding conferences to sidetrack efforts to obtain basic 
correction. 
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One such conference was held by the Administrator of the Housing 
and Home Finance Agency on December 9 and 10, 1954. More than 
40 leading organizations of the country were represented at that con- 
ference. The overwhelming majority of those present subscribed to 
these recommendations which were proposed by the National Associa- 
tion for the Advancement of Colored People. 


The role of Government in the national economy is to maintain a free and 
competitive market. To fulfill this function in the field of housing, the Gov- 
ernment must require that builders, lenders, and any others who receive Federal 
aid of any kind for housing programs agree that renters or buyers will be denied 
such housing on the basis of race. This condition must apply to all Federal 
housing activities. This policy will require the following: 

1. All public housing must be open to tenants without regard to race. There 
will be no more “white” and “colored” projects. Tenant selection will be made 
on the basis of need for housing rather than on the basis of race. 


I think this committee probably knows that there are many places 
around the country where public housing units are empty because 
they have been set aside for white people. Colored people need the 
housing but can’t get in because these housing units, which were erected 
with Federal help, are for whites only. 


2. There will be contractual requirement that all housing and other facilities 
such as parks, playgrounds, or hospitals erected or developed on land assembled 
through loans or grants under the slum clearance and urban redevelopment pro- 
gram and the urban renewal program would be open to all renters, buyers, or 
users without regard to race. 

I would like to say that in Birmingham there is a wonderful 
new program that they have got underway. The purpose of that 
is to expand hospital facilities—a wonderful purpose. It will also 
have additional park areas, but the Negroes who live in that area, 
which is to be cleared, will be moved out. Colored doctors may not 
practice in that hospital. If they have patients and want to get them 
in, a white doctor must make it possible for them to get into that 
hospital, which will be expanded under this program. 

There are plans afoot to see that the parks which will be available 
will be for whites only. Certainly it is a wonderful thing to have 
this redevelopment. The President has said that he does not think 
that any of these programs which are slum clearance should be used 
for Negroclearance. We think that is wonderful. 

Now, they don’t call it clearance. They call it renewal. In other 
words, instead of clearing the Negroes out they are going to renew 
them out of the area where they are going to have this program. 

The recommendation we made here would correct that problem. 

The third thing is: 


8. On all the housing on which there is FHA insurance or VA guaranty or a com- 
mitment for such insurance or guaranty, there shall be a contractual agreement 
binding on those who own the property or control the sale or rental of such 
property that there shall be no discrimination against persons seeking to lease, 
rent, or purchase such property on account of race, creed, color, or national 
origin. 

We believe that the above position is the only honorable and legal position 
that the Federal Government can take in this matter. It is also in line with 


President Eisenhower’s policy of not permitting Federal funds to be used to 
promote racial discrimination. 


At that time, the HHFA promised that in the near future there 
would be some action on the problem. To date, the chief action taken 
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by HHFA is to endorse and support a program of segregated housing 
sponsored by the National Association of Home Builders. 

I would like to mention that the National Association of Home 
Builders came up with a program which they said would obligate 
about 10 percent of their total construction for colored people around 
the country. It is estimated that that would cost about a billion 
dollars. Even if that program were acceptable, which it is not because 
it is a percentage program, if we tried to follow the program that Mr. 
Cole and his associates had talked about, of getting colored lending 
institutions to support it, their $180 million wouldn’t be enough to 
finance that billion-dollar. segregated program which Mr. Cole says is 
the solution to this problem. 

The home builders have announced that they would attempt to set 
aside 10 percent of their new housing for minority group occupancy. 
In the fine print, however, the National Association of Home Builders 
has made it clear that this 10 percent will be built on “suitable sites.” 
In other words, this housing will not only be segregated, but it will 
also be built on land that nobody else wants. "This usually means 
that it will be close to a rendering plant, the city dump, or an aban- 
doned graveyard. 

I was in Lake Charles, La., the other day. There I saw a new 
building program going up, which was supposed to be a wonderful 
thing for colored people. The first thing in it was a new school, and 
right by the school was a graveyard. In other words, the least de- 
siruble land is alw ays the land that they make available under these 
programs of segregated housing for colored people. 

The Housing and Home Finance Agency has given a great deal of 
publicity to the so-called voluntary home mortgage credit program. 
In the 83d Congress, this same problem was presented as it had been 
in previous Congresses. At that time, the administrator of HHFA 
quite properly went on record as opposing any program which would 
give any special treatment to colored people, and he also clearly in- 
dicated that the HHFA would wink at the special mistreatment. ac- 
corded the colored homeseeker. He pledged that if voluntary efforts 
to solve the housing problem of colored people failed to produce re- 
sults his agency would explore other means of making funds available 
for minority group housing. He did not promise that he would require 
lenders, builders, and others who benefit from the Federal program to 
open new housing to all without regard to race. 

This is a very late date in the history of the human race to have a 
great nation such as ours set up special programs for one group of citi- 
zens. If the suggestions recommended at the December 9 and 10 con- 
ference were now in effect, the greatest part of the housing problem 
would be behind us. 

The trouble with HHFA is that it does not want a proper solution 
to the problem. The real purpose of calling conferences such as that 
held in December and the meeting of lenders and real-estate men is to 
try to get some endorsement of a program for segregated housing. 

We believe that legislation which will provide additional public 
housing units which will help to clear the slums and which will make 
housing available to the thousands of people who need it should be 
passed by Congress. But we also believe that this legislation should 
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contain proper safeguards so that not one penny of Federal money 
will be used for housing that will be segregated on the basis of race. 

We point out that blame for failure to include this proposal can- 
not be laid at the door of the South. On the full 30-man commit- 
tee, there are only 5 members from the Deep South. That is, on this 
committee. The rest are from border, Northern, and Western States. 

Therefore, we urge that the following amendment be incorporated in 
whatever bill is reported out by this committee: 

The aids and powers made available under the several titles of this act are not 
to be conditioned or limited in any way on account of race, religion, or national 
origin of builders, lenders, renters, buyers, or families to be benefited. 

Mr. Brown (presiding). Thank you, Mr. Mitchell. 

Are there any questions ? 

Mr. Berrs. I think you mentioned in reference to this conference 
that Mr. Cole had—were you present ? 

Mr. Mircuets. I was present at the conference in December, Mr. 
Betts. 

Mr. Berrs. Do you know whether or not there had been a confer- 
ence called at any other time with those other insurance companies 
that you referred to? 

Mr. Mrrcueiy. In the December meeting there were present some 
people from the mortgage bankers, some people from the home build- 
ers, and the real-estate groups. They didn’t say anything much. The 
home builders offered this proposal of setting aside 10 percent of all 
the housing that they would build. They, of course, added “if they 
could find suitable sites,” which is really no solution. There are two 
reasons for that: First, we reject the idea of having percentages for 
colored people or any other minority, and, second, if you wait for suit- 
able sites invariably when a person says “I am going to build housing 
for colored people, or Chinese,” or any other minority group, there are 
community groups which mobilize to keep that housing from being 
built. 

Mr. Berrs. Do you know whether or not there was a conference 
called when those other insurance companies you mentioned that rep- 
resent so many billions were present ? 

Mr. Mircne.t. To my knowledge, there has never been a confer- 
ence of that kind. Mr. Cole has addressed them from time to time on 
the total housing program. He has given them the statement say- 
ing “Well, if you don’t start making some money available I am go- 
ing to have to do something about this problem.” But there has not 
been a conference of these $55-billion people similar to the conference 
of the $180-million people that I referred to. 

Mr. Berts. I think you mentioned the fact that there was some 
sort of segregation in home building with Federal assistance in Bir- 
mingham, Ala. 

Mr. Mircuetu. Yes, sir. 

Mr. Berrts. You said that occurred under the current administra- 
tion. What was the policy of the previous administration along that 
line? 

Mr. Mrrcuexy. As we said in our testimony, we have been trying 
to get official attention directed to this problem for a long time. 
I mentioned Mr. Foley, who was under the Truman administration, 
as Administrator of the Housing and Home Finance Agency. We 
got as far with him as we have gotten with Mr. Cole. That is, nowhere. 
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I certainly would not want anybody to think that we are saying 
that this is a failure because Republicans are Republicans, or because 
Democrats are Democrats. We are saying it is a failure because 
everybody wants to shunt aside this problem and talk in glorious 
terms about how they are going to meet the housing needs of the 
country, except the Negroes, ‘they are going to just let them stand out- 
side and take the scraps. 

Mr. Berrs. I thought you had that implication when you referred 
to the current administration. It has always been a problem that has 
existed ever since there has been FHA; is that right ? 

Mr. Mircuet. I want to repeat, underscore, emphasize, and reem- 
phasize that I didn’t mean in any way to say that this was a failure 
that was peculiar to the Republicans. It is characteristic of both the 
Democrats and Republicans, I am sorry to say. 

Mr. Berrs. That is all. 

The Cuarrman. Are there any further questions ? 

Mr. O’Hara? 

Mr. O’Hara. Thank you, Mr. eR 

Mr. Mitchell, I think you have made a splendid contribution and 
you have highlighted a situation that exists, I think, in most of our 
urban cities of the North, very markedly so in Chicago. To a large 
extent the suburbs are building up around Chicago, people moving— 
mostly white people—from districts where the Negro population is 
increasing. I know you are familiar with the situation. 

Mr. Mircueiu. Yes, I am, Mr. O'Hara. 

Mr. O’Hara. Our big cities, as you have pointed out so forcibly, are 
in the process of rebuilding, and there is need that we keep in mind 
that, while a beautiful city is to be desired, the real purpose of housing 
is to provide decent roofs over the heads of human beings. The exodus 
to the suburbs is unfortunate because it takes people further from 
their worksites and also because of its relation to the segregation phase. 
There has been a fear in the minds of some good people—goodhe arted 
people—that if a Negro family came in, the community was going to 
run down. There was that fear on the part of good people. Then 
there was experience. Negro families moved in. They kept their 
properties up to the measure of the community and they were good 
neighbors, and with experience the feeling of fear dissolved. I think 
we are approaching the happy day when no one will give any more 
thought to the color of a man’s skin than that of his hat. But mean- 
while we have a realistic situation to face in our big cities of the North. 

There is an exodus of white families to the suburbs and an expand- 
ing concentration of Negro population within the cities themselves. 
This amounts to a continuing segregation, which is in conflict with the 
worldwide effort in the direction of integration. 

In many of the urban improvements—and they are well motivated 
and they have a good purpose—the immediate effect is to destroy hous- 
ing that has been oc cupied, and largely, by people of your race who 
couldn't pay high rentals, and then ‘these families have to seek other 
homes, and we have this acute housing shortage, and there isn’t any 
place for them to go. 

I am glad in your testimony you have stressed this human phase. 
Discrimination is, I hope and pray, on its way out. I think in our 
country it has stemmed from poverty and misunderstanding. Your 
group now is going through what the group that I come from, the Irish, 
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went through. They were poor. There was a discrimination against 
them. I can remember when the Polish people came in large numbers. 
They were poor. It has been the same with all groups. At first they 
resided largely in their own communities, in a sense segregated, and 
then as conditions improved that broke up, and I think those are the 
conditions you have to meet and the changes you may expect. 

In my young manhood the only place that a Negro family could find 
for residence in Chicago was the territory adjacent to the then noto- 
rious 22d Street, and a Negro mother had to bring up her children on 
the fringe of an area of brothels. 

It is a marvelous progress that has been made. I think that we are 
making progress because good people of both races are working to- 
gether in a spirit of brotherhood and with respect for the rules of 
dencency and the concepts of religion. 

My position is, always has been, and always will be to the end that 
discrimination of any sort on the lines of color, race, religion, or station 
is destructive of the individual and of the State. In my last campaign 
the people of my district upheld my position that as a Member of Con- 
gress it was my duty to represent all my constituents without any taint 
of discrimination or of special favor. Iam glad that I have the honor 
of representing a constituency whose watchward is decency. 

I think you have made a valuable contribution to these hearings by 
giving us the results of your studies, your observations, and your 
suggestions. 

Mr. Mrrcuett. I wish I could have said it that simply and briefly. 
I guess other people here wish I had been as brief, too, but in any event 
I want to thank you for what you have said. 

I remember what happened in your campaign. I am not a per- 
son who is identified with any political party. I happen to be a voter 
in Maryland. I am an independent, and I vote for people on the 
basis of merit rather than party. Our organization takes a similar 
stand. I think the people of Chicago ought to be congratulated that 
they did not pay any attention to those appeals to bigotry that were 
raised in your campaign. I am glad that those who raised them 
found that it didn’t pay off politically. 

I think that one of the terrible things about the city of Chicago is 
that this movement of the Negro population is not a spontaneous 
thing. What happens in Chicago, or what happens in a great many 
other urban communities, is that certain real-estate interests decide 
that they are going to convert an area to a Negro area, or white area, 
or Jewish area, or some other kind of area. Then they begin selling a 
few homes in the area to people who are in need of housing, who happen 
to be identified with a group they say must have that area. Thereafter 
representatives of those real-estate people go around from house to 
house and say “You know Negroes are moving in this area, you had 
better get out,” or some other kind of nationality is moving in, you 
had better get out. In fact, a curious thing is happening in Chicago 
right now. At one time the cry was Negroes are moving into the area, 
you had better get out. A lot of colored did move in and whites moved 
out. Now, they go and say Puerto Ricans are coming in. You had 
better get out to some other place. 

Mr. O'Hara. When the Irish came, they said get out, and the same 
for the Jewish people and others. We have all gone through it. What 
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we want is that there shall not be any place in our wonderful America 
a taint of discrimination. 

Mr. Mircuei. Except, Mr. O’Hara, in this case there is a difference 
between the day that it was happening to the Irish and now at it is 
happening to other groups. In those days there wasn’t the vast 
resource of the Federal Government behind those who wanted to dis- 
criminate. Today there is. In Chicago, in New York, Washing- 
ton, or whatever other city this program operates in, the credit, re- 
sources, and full faith of the Federal Government, by the policies of 
the Housing and Home Finance Agency, are placed behind those who 
want to discriminate. That is a fearful weapon for achieving the 
segregation. 

Mr. O’Hara. That is why I think it is helpful for you to be here 
today as a spokesman on phases of our housing program that otherwise 
might not have been brought out. 

Mr. Mirenetzt. Thank you. 

The Cuarrman. Are there further questions ? 

Mr. Muurer. Mr. Chairman. 

The Cuatrman. Mr. Multer. 

Mr. Mutrer. Mr. Mitchell, I think you know what my position has 
been with reference to legislation of this kind, and I don’t think it 
is necessary for me to explain that position, but in view of the dis- 
course between you and Mr. O’Hara I think maybe I ought to say 
a thing or two, and then point this out to you. 

New York State is one of the few States where we have a fair em- 
ployment practice act which prohibits discrimination in employment. 
rhe first job I got just after high school was ina bank. I was told by 
my bank manager, who took a liking to me, if I wanted to stay in bank- 
ing and make it my career I had better change my first name, and I 
asked “Why should I change my first name?” He said it is distinctly 
Jewish and there is no place in the banking field for a Jew. 

I took his advice and changed my career. I entered law school. The 
first job I applied for in a law office was by answering a blind ad and a 
letter came back to me saying you may call for an interview Monday 
morning, if you are not Jewish. 

It was a large Wall Street law firm wrote me that letter in 1918. 
Now, we have an FEPC law, a very strong, compulsory, good law. Yet 
there are still law firms and banks in the c ity of New York who won't 
take a lawyer who is a colored man or a Jew, nor is a person given an 
important post in a bank who is colored or a Jew. I can’t recall a 
big bank in the city of New York where there is a colored man in 
a high place in a bank or for that matter in a large law firm. 

Mr. Mircueti. The chairman of our board, Dr. Tobias, is a member 
of the board of directors of one of the banks in New York. 

Mr. Mutter. I am glad to hear it. It is the only instance I know 
of. I know many good lawyers who are colored men, some very fine 
judges, and they are among the best of the lawyers on the bench in New 
York. None of them were placed by any large law firm in New York 
in a responsible position. Yes, most of them will say they are not dis- 
criminating. Here and there they will take on a Jew or colored man 
and keep him on for a while, and then find some excuse to get rid of 
him. Instead of moving him on up because of his ability they move 
him on out. 
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The point I make is despite that law they still discriminate in the 
State of New York, and they will elsewhere, too, and they will do it in 
the housing field, too. 

Now, if we have got that kind of situation in New York—and you 
have got it throughout the country against minority groups—you have 
got it In officialdom, who while complaining about how nondiscrimina- 
tory they are they have their own means and tests of finding out who 
you are and what you are, and what they will do with you, and-whether 
they will take you on as a blind for a little while and then let you go. 

With the United States Supreme Court decision in the school situa- 
tion, you need no legislation. I know there are those who say, well, 
that applies to schools—but I think that lays down the principle as 
enunciated in our Constitution, a principle that must be followed 
nationwide in employment and education and schools and in housing. 

You recall the other day we were considering an important bill, the 
Reserve bill—the military forces Reserve bill—and a provision was 
written into the bill on the floor against discrimination. I think 
you will agree with me there is less discrimination in the Armed Forces 
today than there has ever been. We have done a pretty good job of 
integration in the Armed Forces. You will find an officer here or 
there who is going to kick around the minority man he doesn’t like, but 
by and large they are doing a pretty good job. 

They wrote into the bill on the floor a provision against segregation 
in the Armed Forces, and the bill died. 

Now, the point I am leading up to is, will the same thing happen 
here? We need the housing. If we don’t extend the law the whole 
program comes to an end. I would like to see this provision writ- 
ten into it. You remember when I offered the provision, not only 
to the committee but on the floor? Are we going to gain more by con- 
tinuing the housing program and trying to weed out the officials in 
charge of the program who will discriminate. Even if we write 
it into the law as I pointed out, just as we have discrimination in em- 
ployment, despite the finest law you can put on the books, both in law, 
banking, housing, and everywhere else—we just amended the housing 
law in the State of New York against discrimination, and made it 
apply even to FHA housing-—we won't eliminate all discrimination. 

If there is any executive support to the program everywhere along 
the line there will be no discrimination. 

You and I as practical men know that if you don’t get the right 
people to administer that program they are going to get around it. 
They will evade it and avoid it. Shouldn’t we extend this law without 
this provision, rely on the Supreme Court’s enunciation of the prin- 
ciple, and work to get better men and women in charge of these pro- 
grams who won’t discriminate ? 

Mr. Mrrcnetzi. Mr. Multer, I would like to answer you and I hope 
that I can. 

First, I certainly would not agree that the New York fair employ- 
ment practice law has not been effective. Anybody who thinks that it 
has not been effective has only to go to Macy’s Department Store. I 
do it every time I go to New York. Whether I am going to buy any- 
thing or not, I just walk through the store and see democrac v inaction: 
all of those people of different races and creeds working side by side 
in harmony. When you pick up the telephone in New York to make a 
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call it no longer may be that you would just get a white person answer- 
ing that phone. You would get an American, regardless of race or 
religion. It is true that in the banks even there are people working. 
A young man who used to work for me is now on Wall Street working 
because of the fair employment practice law. So the first thing I 
would say with reference to the FEPC law is I think it has been effec- 
tive. Of course there will be some people who will violate it. Event- 
ually they will be caught up with and eventually it will be completely 
successful. 

The next thing I would like to point out is with reference to what 
you said about the Supreme Court decision on the school cases. It is 
true the Court gave a decision in the school case but the Court has 
given other decisions on housing. There was a time in the history of 
this country when, in Louisville, Ky., Richmond, Va., Baltimore, Md., 
there were city ordinances which said that a colored man would have 
to live in a certain section of town. The Lee Street Methodist Church 
in Richmond, Va., has two entrances. The only reason why they have 
two entrances in that church is because when Negroes first bought it 
there was a city ordinance which said they couldn’t go in the door that 
was on that street. So they had to tear out part of the wall and build 
another entrance to the church in order to get around that ordinance. 

A Baltimore judge ruled that a white man had as much right to a 
Negro living next door to him as he had to have a horse stable beside 
him. The courts have struck down such ordinances on the ground 
that the States may not have that kind of regulation. Today, those 
regulations do not exist except in areas where the tax resources of the 
Federal Government under the housing program are used for the pur- 
pose of building segregated housing. 

In other words, the Court ruling has been completely successful 
except where the Government under the present program steps in and 
tries to tear it down. 

We have had the problem of restrictive covenants. Again and again 
we have had the difficulty of Negroes buying homes. There was a 
voung friend of mine right here in Washington, a schoolteacher, who 
bought a home prior to the war. His wife, two children, were fine 
respectable people. They could not live in that home because there 
was a restrictive covenant on it which said that even though a Negro 
owned it he couldn’t live in it. 

The courts have struck that down by saying that you can put a 
restrictive covenant on property, but you can’t enforce it in court. 
The result is that colored people are able to buy in any neighborhood 
where there is existing housing, if there is a willing seller, and if they 
have the money to buy. The Federal Government has done the thing 
which the courts, we believe, prohibit, and that it, as an arm 
of government, has said that it will promote and extend racial segre- 
gation. The Court has said you can’t enforce segregation through the 
courts, and it is not being enforced through the courts. It said that 
the legislatures may not have segregation, and the legislatures do not 
have segregation in the laws, but the Federal Government contends 
that as an administrative arm of Government it is not reached by these 
court decisions and, therefore, they continue to segregate. 

Now, Mr. Betts, you raised a question a while ago about whether we 
brought this problem up before the Democrats. We certainly have. 
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T am glad Mr. Multer mentioned it, because it gives me an opportunity 
to tell you what happened when we did. 

Mr. Multer was on the floor, and I believe Mr. Javits, the present 
attorney general of the State of New York, a great liberal, offered an 
amendment which would have accomplished the purpose that we seek 
here. Mr. Multer read into the record some correspondence from Mr. 
Bovard, who was the counsel for the FHA. The burden of that cor- 
respondence was that “we don’t need this amendment because we can 
handle it by administrative procedure. 

This was the time when the Democrats were in power. 

Then after the amendment was defeated on the floor, because FHA 
said that they could handle it by administrative 1 egulations, we went 
to FHA. FHA said “There is nothing we can do about it because 
if we do Congress will cut our appropriations and make it tough for 
us.” In other words, it is just a vicious circle. 

Mr. Mctrter. I offered that amendment on the floor the next year. 

Mr. Mrrcnert. It was also attacked on that same ground by those 
who didn’t want it, Mr. Bovard and the others, as I remember it. 

You also mentioned the matter about the Reserve training program. 
I think one of the most awful things that anybody could mention is 
the fact that young men and young women are asked to go to defend 
their country and at the same time are asked to do it on a segregated 
basis. It is impossible for any reasonable person to believe that we are 
in such great danger. and we need all this big Reserve program, if there 
are going to be selfish people who will defeat it simply because it con- 
tains an amendment which says that all people may serve with dignity 
and honor. I would say, in answer to that question about this 
legislation, if attaching an amendment which says that the credit and 
the faith and the resources of the United States may not be used to 
advance segregation is the reason for killing a housing bill, then it is 
apparent that the housing program is not necessary in this country. 
Because if it really is necessary the local prejudices, the local opposi- 
tion, will be subordinated to the larger interests of the country. 

Mr. Mcutrer. I will agree with you they should be subordinated. I 
think it was pointed out on the floor the other day that no colored 
person has ever been court-martialed for treasonable activity while in 
the services of our country. I believe that is true. Yet there are still 
some people who would give up the necessity for reserve forces for this 
country if they can’t have their way with reference to the colored 
people. 

I agree with you that they should put national interest and national 
security and their own security and that of their children first when it 
comes to the defense of the country, when it comes to the welfare of the 
country, and housing is part of the welfare of the country. Without 
decent housing you can’t have a decent country. 

Unfortun: itely mas is not the thinking of some Members, at least on 
the House side. I don’t know what h: appened on the other side. That 
is what happened here. 

I am wondering whether or not we should take the risk and let the 
housing program “die, or rely on ousting from government office any- 
one who will not go along with the clear intent of the Constitution 
as declared by the Supreme Court from time to time, and as declared 
by our Presidents from time to time ? 
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Mr. Mircuetn. In this case, Mr. Multer, you would have to oust 
the head of the Housing and Home Finance Agency. He is the person 
who has not made the decision that this program should be put into 
effect, and I am sorry to say—— 

Mr. Mutter. I don’t think it is necessary to oust him in the first 
instance. | think it 1s necessary for the President to send for him and 
say “This is my program and you are my administrator, and that is 
what youmust do. If you can’t do it then get out.” 

Mr. Mircueiyi. That is what I was getting ready to add. I am 
sorry to say that there is a considerable volume of evidence to indi- 
cate that not only is the action of the Housing and Home Finance 

Administration acceptable to the White House, but it has been sup- 
ported and insisted upon by the White House. I don’t believe there 
is a scintilla of evidence to show that the White House 5 pine the 
program of saying that the Federal Government must not be used to 
promote segregation in housing. So if we start talking about putting 
people out who don’t live up to this policy that is clearly what the 
Constitution requires. We would have to make an extensive house- 
cleaning. 

Mr. Mcutrer. I said many times to my colleagues, on and off the floor, 
that the problem that concerns me is not so much the problem in the 
South. Of course, they have a problem, but I said that this problem is 
even a bigger problem inthe North. 

Am I Tight or not about that? Don’t we have just as much if not 
more discrimination in the North than we do in the South? 

Mr. Mrrcnenn. I was in Jackson, Miss., not so long ago. On the 
street where I had breakfast one morning colored and white people 
lived together in complete harmony. They will continue to live 
together in complete harmony on that street until the Federal Gov- 
ernment comes in with a program of slum clearance and redevelopment 
under which they will tear down all those houses. 

I don’t think they would tear those down because they are very 
good houses—under which they tear down all those houses and say 
“We will build something which will be for whites only and the 
colored people will have to move on.” 

I certainly agree it isn’t a problem peculiar to the South. It is a 
nationwide patter n. Wemight as well face uptoit. The only way we 
will correct it is either by the Congress doing its duty or the Chief 
Executive being very clear and certain about doing something about it. 

Mr. Mutter. Thank you. 

The Cuamman. Are there further questions? 

Mr. Vanix. Mr. Mitchell, I would like, going back to your state- 
ment—and I want to make my questions business questions so we can 
expedite the hearing—with respect to your statement about the Buck 
County situation, the Levitt project, is it your idea that the minority 
groups are excluded only in the first building. The resale certainly 
wouldn’t have a preclusion ? 

Mr. Mircneti. They are excluded in the first building and in the 
resale. When a resale takes place, it is usually controlled by the per- 
son who is the builder and seller of the house. 

Mr. Vanix. Is there that kind of control in Levittown on the resale? 

Mr. Mitcuey. Yes, sir. 
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Mr. Vantx. Then, in your opinion, there should be some legislative 
action or administrative action to guarantee that in a resale there 
should be no covenant that would prescribe anyone having any control 
for resale? 

Mr. MircHe.t. What exists now, Mr. Vanik, is that under the regu- 
lations no one may put a covenant on housing which is FHA-insured, 
in writing. But there are oral agreements that housing will be for 
white people or colored people. That is what is happening. 

Mr. Vantk. How is the resale of the Levittown project house 
controlled ? 

Mr. Mircneti. Mr. Levitt, the builder, is the one who has control 
over who lives in that area. A person who wants to sell, if it is known 
that he is going to sell to a colored person, is approached and all sorts 
of pressures are used to try to keep him from selling. 

Mr. Vantx. Those are extraordinary pressures, outside the law, 
aren’t they ? 

Mr. Mircneni. That is right. I would like to make it clear that we 
believe and we urge that this protection not only be on resale, but 
housing that is built initially. It seems even more important that it 
be on housing that is built initially. 

Mr. Vantx. How would your amendment, in which I see great merit, 
curb these extracurricular or extralegal maneuvers on the part of some- 
one like Mr. Levitt to control his project ? 

Mr. Mircenecty. It would mean that if Mr. Levitt was going to build 
a project, he would have to assure the Federal Govrnment that when 
people; that is, if he got FHA assistance, that when people came to 
rent a house, he wouldn’t look at what color they were, but he would 
look at whether they meet certain standards he is asking of all stand- 
ards, whether they can afford it, whether they would be desirable, 
and so forth. 

Mr. Vantx. Suppose he gives us his promise, administrative prom- 
ise. What control will you have over it ? 

Mr. Mrrcnec.. It would seem to me whatever other way you have 
of enforcing the provisions. 

Mr. Vanix. Other than by denying future loans ? 

Mr. Mrrcneii. That would be one very clear way. Then other 
controls that are part of the law would apply in this case, such as you 
violate any section of it. The Government would be in a position to 
take action against you. 

Mr. Vantx. Once the builder has the loan money, it can’t be taken 
away from him. I wondered what means could be used by the Housing 
Administrator, or whatever other responsible official might be in- 
volved, to procure an enforcement of such a rule. 

Mr. Mitrcne.. It seems clear that in that case if this law were in ef- 
fect and Mr. Levitt said to a qualified person he couldn’t have the 
house, the housing agency would have the authority to overrule Mr. 
Levitt on that and say that a person could occupy the house. 

Mr. Vantk. In other words, you would have to provide some further 
legal machinery for an appeal so that a purchaser could go to some 
agency and make his complaint ? 

Mr. Mircneiy. As we see it, the machinery would be made automati- 
cally available if this amendment were part of the law. It would 
be the same machinery that is used for enforcement of all parts of the 
law. 
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Mr. Vantx. With respect to the projects which you referred down 
in Georgia, the redevelopment projects, isn’t it true that the 1954 act 
has already provided that the displaced people must be rehoused? We 
went through that problem in Cleveland and I think it is one of the 
things we had to insure, that the displaced people would be rehoused as 
an integral part of our application for urban renewal or redevelop- 
ment. Isn’t that true ? 

Mr. Mircuety. That is supposed to be part of the law and part of 
2dministrative regulations. Asa practical matter, what happens today 
is when an area is to be redeveloped, very little i is known about what 
happens to the people who are displaced. I have sat through con- 
ference after conference in the housing agencies where they tried to 
explain what happened to people. The most I have seen them able 
to account for is about 25 or 30 percent of the people who were 
displaced. 

Generally, they don’t know what happens to most of the people. 
They double up and go to live in other slum areas. 

Mr. Vanixk. I wonder if your amendment will assure that they will 
be rehoused ¢ 

Mr. Mircuetyi. We think it would. We would welcome any sug- 
gestions on how it should be strengthened. 

Mr. VaniK. I have another question. 

In your judgment, then, there isn’t much likelihood of an adminis- 
trative order being issued that could take care of this problem; isn’t 
that. correct ¢ 

Mr. Mircnety. I am sorry to say that is true. I feel even less like 
there is going to be one after what the President had to say in his press 
conference yesterday. 

Mr. Vanik. Relating to the manpower bill / 

Mr. Mrrcnetn. When somebody asked about the manpower, and 
on a general subject of segregation amendments, or anti-segregation 
amendments, as you may recall, the President said that he thought 
these programs ought not to be clouded with these extraneous issues. 
I don’t see how you can eall a thing extraneous when, as in the 
case of the manpower bill, on May 18, 126 members of the House voted 
for that amendment: on May 19, 161 of them voted against having ‘ 
taken out of the bill. It seems incredible that anybody would sa 
that this was an extraneous amendment that was supported by so many 
members of a qualified body of Government. 

Mr. Vantk. For that reason you feel that the legislation is abso- 
lutely necessary, because the administrative policy ‘would not bring 
about that result, or would probably not create the regulations ? 

Mr. Mrrcnent. What we have tried to set forth, Mr. Vanik, is that 
over a period of years we tried to get administrative relief. We be- 
lieved we could, but we haven’t gotten it. 

Mr. Vantk. Do you believe that the recommendation of 35,000 hous- 
ing units is going to be adequate—the recommendation that has been 
made by the administration? Of course, the Senate has taken a dif- 
ferent slant on it. What is your point of view on that / 

Mr. Mitcueti. I would say I think the Senate’s figure is a little 
more in keeping with what everybody believes is necessary. 

Mr. Vanik. How, in your opinion, has the Voluntary Mortgage 
Loan Organization facilitated in any way the lending of money or 
provisions for lending of money to minority groups ? 
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Mr. Mircnet.. It is strictly a paper program. I think they have 
made some 200 or more 

Mr. VantK. 201 loans. 

Mr. Mircuetyi. Loans under that program, but so far as I know, 
very few have been for minority groups. The Housing Agency made 
an announcement when it made a loan to a colored man in Washington. 
It had a big news release on it and had a picture. It turned out 
there wasn’t anything controversial about it. The man lived in a 
neighborhood where colored people were already living and apparently 
could have gotten aid from another source. In other words, it is sort 
of a hoax. 

Mr. VantkK. In Cleveland they haven’t made one loan, and I know 
there are thousands of applications. 

Would you favor a more liberal FHA lending procedure by way of 
more realistic appraisal on older property so older property could be 
more readily acquired ¢ 

Mr. Mrrcnett. We certainly would. We find in some instances 
FHA appraisals are such that make it difficult for a person to get fi- 
nancing on a desirable house. It would be better to have a more liberal] 
policy. 

Mr. Vani. I think that covers my questions. 

The Cuarran. If there are no further questions, you may stand 
aside, Mr. Mitchell. Thank you. 

We will have to go over to the House in a few minutes. 

Will you call the next witness ? 

Mr. Hatxianan. The next witness is Mr. Ben Fischer, director of 
the CIO housing committee. 


STATEMENT OF BEN FISCHER, DIRECTOR, CIO HOUSING COMMITTEE 


Mr. Fiscner. We have a written statement. 

The CHatrmMan. Proceed as you please. If you desire to do so, you 
may insert the written statement in the record. 

Mr. Fiscuer. I would like to insert the statement of the chairman of 
the housing subcommittee of the legislative department of the CIO, 
Mr. Frank Hoffmann, who is unable to be here. He has a statement. 

The CHatrMan. That may be inserted. 

(The information is as follows :) 


STATEMENT OF FRANK N. HOFFMANN, CHAIRMAN, Housina SUBCOMMITTEE OF THE 
LEGISLATIVE COMMITTEE OF THE CIO 


My name is Frank N. Hoffmann. I am the chairman of the housing subcom- 
mittee of the legislative committee of the Congress of Industrial Organizations. 
Iam also legislative director of the United Steelworkers of America. 

The CIO and the steelworkers appreciate this opportunity to appear here 
today to discuss our views on the housing problem. We desire to be helpfu! 
to the House in its consideration of legislation dealing with housing. I might 
add, as a representative of the United Steelworkers of America, that not only 
are we concerned with assisting our members and their families in securing 
adequate housing, but also, as responsible citizens, we feel that we owe an obliga- 
tion to all other groups who may not be as fortunate as members of our inter- 
national union. In addition to the eoncern which I have expressed, there are 
other factors which I should like to make clear. 

The prosperity of the American housing industry is an important factor in 
determining the well-being not only of members of the CIO but of all workers 
in America—directly because millions of them produce materials and other 
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items which go into new homes and are employed in the construction industry 
and indirectly because the American economic system is interdependent and the 
jobs of all of us are influenced by the degree of prosperity in all areas of the 
economy. 

The economic impact of home construction is tremendous. It is one of the 
major industries of the nation. Its relatively high level of performance in the 
past two years has been an important bulwark against recession and against 
a continued rise in unemployment. 

Furthermore, as consumers of housing, members of the CIO and other unions, 
as well as persons who do not belong to any union, have the same interest. A 
continuing high level of home building should enable these individuals to obtain 
adequate and economical housing in the areas and at costs where this has not 
heretofore been possible. The item of housing is a big one in the family budget. 
The achievement of a good home is a major factor in the standard of living 
which the workingman seeks. 

The views of the CIO reflect its belief that a high level of home building is 
imperative to the national welfare. We firmly believe that—with the aid of 
wise public policies—decent homes for-the great mass of low- and middle-income 
families of America, whose needs are the greatest and whose resources for meet- 
ing them are the least, can be attained. 

Mr. Ben Fischer, director of the CIO’s national housing committee, will pre- 
sent a more detailed statement of our organization’s position. Mr. Fischer 
recently served as an alternate member of President Eisenhower’s Advisory 
Committee on Government Housing Policies and Programs. In addition, he has 
participated in the development of the national housing conference proposals 
which have been presented to this committee. 


Mr. Fiscuer. I have a written statement with an attachment which 
[ would like to insert in my own behalf. I suppose I can be most help- 
ful perhaps by making a few brief comments and getting to perhaps 
the core of this problem. 

(The information is as follows :) 


STATEMENT BY BEN FIscHER, Director, CIO Housine CoMMITTEE 


On behalf of the Congress of Industrial Organizations, I wish to express our 
appreciation for this opportunity to appear before this committee. 

My name is Ben Fischer. I am an international representative of the United 
Steelworkers of America. I am also the director of the CIO national housing 
committee, and I appear here today in that capacity. 

The comprehensive studies made under the auspices of the National Housing 
Conference indicate that America needs a construction rate of 2 million new 
housing units annually for the next 10 years if we are to eliminate slums and 
provide good housing for our families. While the objective of a decent home in 
a decent community for all Americans is widely acclaimed, there is little evidence 
as yet of an overwhelming zeal, either in the construction industry or in Govern- 
ment, to support a practical program to achieve it. 

Those who now claim we are overbuilding are mistaken. The CIO views on 
this question were fully set forth in a recent letter to the chairman of the Hous- 
ing Subcommittee of the Senate Banking and Currency Committee from CIO 
President Walter Reuther. For the record, we attach a copy of this letter. 

It is possible, however, that the present rate of new construction may soon 
exceed the demand of that portion of the market which can afford to purchase or 
rent most of the new housing now being constructed. These costs are beyond the 
means of the low-income groups, those earning less than $3,000 a year. and above 
the carrying ability of the so-called lower middle-income group, those earning 
hetween, $3,000 and $5,000 a year. Even in the income bracket just above $5,000 
most families are forced to overextend themselves and sacrifice other essentials 
in their effort to obtain suitable housing. 

The answer, however, is not to curtail new construction, as some seem to be 
urging. The answer is rather to adopt a program designed to expand new hous- 
ing for low-income and lower middle-income families whose need for new hous- 
ing is greatest. 

In this connection, we must note that slum removal on a large and effective 
scale cannot be achieved without an extensive program of new housing for lower 
income families. The so-called urban renewal and urban redevelopment pro- 
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grams will not achieve wide acceptance or wide application unless they are sup- 
plemented by substantial housing programs on behalf of the people now residing 
in slums and substandard dwellings. It is a good and desirable thing to clear 
slums and redevelop the areas, even in some cases to change these areas to non- 
residential purposes. But our major emphasis must be on rehousing and new 
housing for low income and lower middle income families. Nothing else will 
work. Nothing else will bring forth the public support which is essential. Noth- 
ing else will avoid pushing dislocated slum residents into new congestion and 
the creation of new slums. 

If we are to achieve a 2-million-unit annual rate of new housing construction, 
or even maintain our present high but inadequate rate, new national policies are 
required with an emphasis on realistic slum removal, construction of new homes 
for low income and lower middle income families, and equitable nondiscrim- 
inatory distribution of such housing. 

The Federal Government’s objective is a prosperous economy and well-housed 
America. Measured against this objective, however, its program which is now 
beamed primarily at meeting the needs of better-off families hardly justifies the 
exertions in which the Federal Government is engaging itself. If we are to have 
a national housing program, it must be a program which does precisely what its 
name implies. It must courageously meet the housing needs of that portion of 
the national population whose need for aid is the greatest, the millions of moder- 
ate and lower income families of America. 

What, then, has been standing in the way of a sound, comprehensive, and ade- 
quate housing program? Two fears have been nurtured, carefully and skillfully ; 
the fear of public housing and the fear of Government aid for a practical middle 
income program. 

Public housing has been retarded, and now practically brought to a standstill, 
by the unfortunate charge that it is socialistic. For years the program has been 
hamstrung at every level, but particularly in the Congress, by the highly financed 
propaganda of the home builders, mortgage lenders, and the real-estate fraternity. 

The public housing program, so largely developed under the leadership of the 
late Senator Taft, is not a Socialist program. It provides for construction of 
homes by private enterprise for a profit. It provides for financing by private 
eapital for a fair return, the level of which is determined in the market place. 
It is operated by local citizens designated for this purpose by local governinents 
in accordance with State laws. The Federal Government guarantees a repay- 
ment of the bonds and the interest thereon, and provides standards which are 
consistent with this Federal obligation. 

The involvement of the Federal Government in the public housing program is 
not drastically different from its role in the FHA program, for there, too, the 
Federal Government guarantees repayment of the loan and the interest thereon 
and establishes standards to protect this Federal involvement. 

The failure to carry out the public housing program as provided in the 1949 
act prevents proper housing of low-income families and wide-scale elimination of 
slums. Yet, no practical answer has been found to the problem of the low income 
family and the rehousing of the residents of slums except public housing. Every 
opportunity has been afforded to provide enterpise to develop other solutions. 
There is no sign, however, that any realistic alternative has been found. On 
close examination, these highly advertised alternatives turn out to be impractical 
forms of publicly supported housing in which the Government takes all the risk 
but which are far less soundly conceived than the formula provided in the 1949 
act. 

We urge the Congress to return to the 1949 act and to implement its pro- 
visions so that our communities across the country can get on with the task 
of eliminating slums and providing new housing for their low-income families. 
We are supporting S. 2126 as reported by the Senate committee and urge action 
in the House along similar lines. 

The second fear deals with Government aid for a genuine middle-income hous- 
ing program. Whenever it is suggested that the extensive housing apparatus 
of our Federal Government be used to aid our lower middle-income families— 

amilies whose earnings are too high for accommodation in public housing, yet 
too low to meet the present carrying charges of private home purchase—a hue 
and cry is set off against Government meddling, Government expenditures, and 
creeping socialism. Oddly, this hue and cry is not heard when new billions 
of dollars of Government credit is sought to enable FHA to guarantee operations 
of the home builders, the real-estate fraternity, and the mortgage lenders. 
Apparently, aids to business institutions to enable them to provide housing for 
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those best able to pay is acceptable to the business community; but aids which 
are designed to enable these same groups to provide housing for those less able 
to pay is somehow evil. 

This strange situation deserves forthright examination. What is needed? 
We require long-term financing at low interest rates with some assurance to 
the consumer that he can protect his investment in the event of temporary 
unemployment. These three factors—long-term mortgages, low interest rates, 
and protection against economic adversity—can permit widespread development 
of homeownership on an individual basis or through consumer cooperatives for 
literally millions of moderate-income Americans whose present housing facilities 
are inadequate. The institution of such a program will create new levels of 
prosperity, new opportunities for business, new profits for home builders, real- 
estate operators, and mortgage lenders, and indirectly will increase the security 
of the present mortgage holders by improving and sustaining the general eco- 
nomic climate. 

We urge Congress to face up to this challenge and not submit to the fears 
of shortsighted men who do not have confidence in our Nation’s ability to serve 
the demands of the consumers through appropriate cooperative measures between 
Government and private enterprise. The details of such a program have been 
developed through the National Housing Conference for your consideration. 

A further major consideration, if the Nation’s housing problem is to be solved, 
involves members of minority groups. The fact that Negroes cannot obtain 
good housing in good neighborhoods at fair prices and on fair terms has been 
widely recognized, at long last. Even a Negro who can afford a good new home 
usually cannot obtain land and adequate financing. 

This situation is shameful and unfair. It is a major obstacle to a successful 
national housing program because slums cannot be cleared on an extensive basis 
and adequate housing cannot be provided for lower income families as long as 
new housing is not available to Negroes. The reason is simple; many of the 
slum dwellers are Negro, and many of those in low- and middle-income brackets 
who most urgently need new housing are Negroes. If new housing is not avail- 
able to Negro families, then the people who reside in the slums will not be ade- 
quately rehoused and the market among lower-income groups will be substan- 
tially curtailed. 

Our Federal Government should not make aids available to any community 
which neglects the needs of its Negro citizens. Federal aids are not a handout: 
they are a means of promoting specific objectives of national policy and should 
not be separated from, or made available in disregard of, such objectives. 

Further, the Congress and the administration should make provision for the 
rapid democratization of housing patterns. Segregation is not consistent with 
our way of life and our ideals. Every citizen should have free access to the 
housing market based on his need and his economic capacity, not on the basis 
of race, creed, color, or national origin. 

In keeping with the doctrines set forth by the Supreme Court in the school 
eases and others, all levels of government—Federal, State, and local—should 
insist that its aid to housing carries with it the requirement of open occupancy- 
that is, availability without discrimination. 

No one expects all minority housing problems to be solved in a day. But 
we cannot be content with the hope that time alone will solve this vexing prob- 
lem, either; the mere passage of time—without determined action to alleviate 
the situation—shows signs, in fact, of making things worse. More and more 
new housing is being built for whites only. New communities are being built 
for white only. The economic progress of minority group members, however, 
only sharpens the impact of existing discriminatory patterns; a man who ean 
afford good housing but is barred from it has a special and dramatic grievance 
even over and above that of people who cannot afford to pay. 

In conclusion, it is our emphatic belief that the present housing laws are 
inadequate and too largely directed toward benefiting those who are already most 
able to pay instead of those who are most in need of help. The amendments to 
the Housing Act of 1954 proposed by the administration are not objectionable : 
they would provide improvements, but these would be slight indeed when 
measured against the Nation’s need. 

We of the CIO urge this committee to take action along the lines taken by 
the Senate committee in order to revive and implement the public housing goals 
of the 1949 Housing Act. We also urge that legislation be drafted to provide 
a realistic middle-income housing program, make extensive new housing avail- 
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able to minority families, tighten the ban against discrimination, and finally, 
reorient our slum-clearance and redevelopment programs toward rehousing and 
new housing for those most in need. It is time indeed that the power and 
prestige of the Federal Government—through its direct expenditures and exten- 
sion of credit—be utilized more fully to help those whose need is critical—the 
millions of families whose substandard dwellings now blight not only our urban 
centers but the very lives as well of the men, women, and children who are forced 
to occupy them. 


CONGRESS OF INDUSTRIAL ORGANIZATIONS, 
Washington, D. C., April 20, 1955. 
Hon. JoHN J. SPARKMAN, 
United States Senate, 
Washington, D. C. 

DeAR SENATOR SPARKMAN: I am very happy to reply to your recent inquiry as 
to whether the Congress of Industrial Organizations views our present rate of 
new-home construction as excessive. 

The question: “Are we currently producing enough homes, too many, or too 
few?” can be properly considered only in relation both to the Nation’s total hous- 
ing need and to the effect of the current construction rate on the entire economy. 

While new residential construction is reported to be at an all-time high, it 
still falls far short of meeting the housing needs of the American people. Recent 
authoritative studies indicate that this country faces an annual new-home need 
of about 2 million units annually for the next 10 years. This level must be 
achieved not only to provide homes for new families but also to meet normal 
replacement requirements, to rebuild units lost because of slum-clearance and 
other public improvements, to accommodate families still overcrowedd, and to 
make it possible to vacate substandard dwellings which are not suitable for re- 
habilitation. Even the most conservative estimates of America’s annual new- 
home construction needs do not fall below our present rate of performance, a 
performance which, unfortunately, is still failing to meet the needs of millions 
of moderate- and low-income families. 

It is our view that the well organized and widely disseminated propaganda 
which depicts our present rate of residential construction as excessive because it 
exceeds the current rate of new-family formation either is based on ignorance or 
reflects a deliberate effort to deceive the American people. Surely the rate of 
new-family formation could be conceived of as a major determinant of the need 
for new-home construction only if there were no need to replace existing sub- 
standard structures, no public or industrial programs—or acts of God—which 
destroy thousands of existing structures each year that must be replaced, and 
no preexisting shortages or overcrowding. 

However, even if we had the good fortune not to be confronted with vast 
slums and millions of deteriorating substandard dwellings, if none of our exist- 
ing inventory of dwellings were being depleted each year because of fires and 
other disasters and demolitions resulting from nonresidential construction, and 
if none of our families lived doubled-up, America would still require a new- 
home construction rate substantially in excess of the rate of new-family for- 
mation. This necessity grows out of the fact that our families desire and have 
a right to achieve a constant improvement in the overall quality of their housing 
inventory as new technology can produce better homes and as higher incomes 
afford the means to buy them. 

Thoughtful consideration of all factors should dispose for all time of the non- 
sensical claim that our building rate is too high simply because it exceeds cur- 
rent new-family formation. 

If those who charge that the present building rate is excessive were forth- 
right, they would admit that they are not concerned with housing needs at all 
but rather with housing prices. Actually, they fear that the value of existing 
properties will fall if the present rate of new-home construction is maintained. 
Their views are based on the false assumption that the Nation’s economic well- 
being is preserved by scarcity, not by abundance. To be consistent, should they 
not as logically be demanding credit restrictions to discourage auto, appliance, 
furniture, and other production, as well as the production of dwellings? 

Today, the American people fear a decline in economie activity, not an expan- 
sion of it. Only a handful of shortsighted individuals who cannot be persuaded 
that a constantly expanding and prospering America is possible fear rising pro- 
duction and look upon a decline in various segments of our economy as healthy. 

The continued growth of the housing inventory of the Nation is not only 
necessary as an end in itself; it provides, in addition, an important stimulant 
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to our entire economy. Through a sustained expansion in home construction 
we help to protect existing property values precisely because these values can 
be stabilized only in an economy of prosperity and high employment. Eco- 
nomie decline, on the other hand, is contagious and will not bypass property 
values. Economic stagnation would lead to foreclosures, vast governmental out- 
lays to back up FHA guaranties, and other consequences which would adversely 
affect the well-being of all who now depend on home construction for their 
livelihood. 

Concern is expressed over the amount of outstanding credit which FHA regu- 
lations help to stimulate. This credit, however, does not exist in a vacuum. 
It is backed up by new homes, new neighborhoods, and in many cases entirely 
new communities. In contrast with the extension of credit which is used simply 
to force up values, like stock-market loans, for example, housing credit produces 
new wealth and well-being; therefore, its extension is not in itself a cause of 
inflation. Its availability on a liberal basis is, in fact, the only means by which 
millions of moderate-income families can hope to obtain homes of their own. 
Furthermore, its continued availability is prerequisite to maintenance of eco- 
nomic growth. 

People who owe mortgage debts are acceptable credit risks because their debt 
is secured by the property for which they have borrowed and because their 
current incomes have been deemed adequate to support the charges for which 
they have obligated themselves. Assurance that they will be able to continue 
to meet their obligations can only exist, however, as long as high employment 
and general well-being characterize our economy. Our concern therefore, should 
be with a continuing program to aid and encourage home construction for sale 
and for rent and with the overall economic growth which these programs can 
so substantially stimulate. Submission to the fears of the prophets of scarcity 
will not avoid economic disaster ; it will assure it. 

With every good wish, I am 

Sincerely yours, 
WALTER P. REuTUER, President. 


Mr. Fiscuer. I appreciate the opportunity to be here. 


The Cuarrman. We are glad to have you. 
you desire. 

Mr. Fiscuer. Our national policy is based on the assumption that 
it is going to be necessary to have widespread clearance of our slums 
and redevelopment of our slum properties, and that there is need for 
getting rid of our substandard housing and getting our people housed 
in proper dwellings and proper neighborhoods. 

The CuHarrman. Mr. Fischer, I have to go to the House because 
there is a matter coming up of interest to the Committee, and I will 
ask Mr. Multer to preside. 

Mr. Fiscuer. Thank you. 

Mr. Mutter (presiding). You may proceed, sir. 

Mr. Fiscuer. Thank you. 

In the original concept of slum clearance and redevelopment, it was 
taken for granted that the purpose of slum clearance was to replace 
our slums with housing that was both adequate, as to size and stand- 
ards, and within the economic reach of the people who were residents 
of the slums. 

In recent years, as the slum clearance program has gained momen- 
tum, and very wide acceptance, this purpose has been substantially 
distorted, and we now find in an increasing number of communities 
that while there is an acceptance of the need for slum clearance, there 
is not a recognition of the fact that slum clearance does not accomplish 
its purpose, nor do we fulfill our stated program, in which everybody 
seems to agree, of providing adquate housing for the people who reside 
in slums, unless at the same time we provide new housing through 
various devices. 


63187—55 


You may proceed as 
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I think studies in various localities—and I know in our own city 
of Pittsburgh—have shown that when you clear the slum areas, you 
get a large number of people who cannot afford the kind of new hous- 
ing or even existing housing which is available. 

The only way a large number of these folks can be rehoused prop- 
erly, and the only way you can solve their housing problems, is to 
provide them with public housing. 

In addition to that, we find that a large number of the people who 
are residents of our slums earn too much money to qualify for public 
housing. They can afford something better or more expensive than 
public housing, but they can not afford the prices of petal oe purchase 
which are existing in our communities, especially in our large metro- 
politan areas, and finally we find that even aside from the economic 
problem, we have not only those who require public housing, whose 
economic position is such that they can develop no other solution for 
themselves—not only do we find folks who can afford something better 
than public housing, but they cannot afford that which is available 
at present costs, but we also find that one of the most difficult problems 
is the housing of the minorities, the families of minority groups who 
reside in the slums and in substandard homes, and for whom largely 
the private housing market is closed. They can’t get land, they have 
difficulty getting money, there is really no solution for their problem 
and thus what we are beginning to find is that the relocation problem 
is treated in a very cavalier fashion, an increasing number of slum 
clearance developments and redevelopment projects, and that, in effect, 
what we are noting is that slum clearance nearly results in assigning 
the folks who live in these slums to new slum areas or to areas which 
are not yet slums but which, because of the renewed pressure and 
congestion of the new group are forced into this area, and it rapidly 
becomes a slum. 

It is our view that this is a most serious phase of our housing prob- 
lem, and that it requires some active concern on the part of the Mem- 
bers of the Congress. We, of course, are enthusiastically in favor of 
slum clearance. We are in favor of redevelopment. We believe it is 
essential that we all get back to the original purpose of this program, 
and that is to take people out of slum living conditions, and put them 
into good living conditions. 

That was the purpose. 

It is true that slums threaten tax revenues, land values and create 
many other problems. Dissolution of these problems through clear- 
ance of slums and redevolopment is well and good, but it seems to us 
that it is important that we remember that the central purpose and the 
central justification for the Federal Government’s expenditures in this 
field has to do with the effect of slums on people, and has to do with 
rehousing these people. 

I think that any real investigation of what actually occurs in the 
course of many redevelopment projects would reveal that these re- 
development and many slum clearance projects do not result in im- 
proving the housing condition of people, but very often, in fact, result 
in overall deterioration of the housing situation in the community, and 
it is a matter which, in our judgment, Congress must take very 
seriously. 

We don’t think you can take it very seriously as a practical matter 
without an extensive public housing program. We don’t know of an) 
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community in which they have been able to clear a real slum with a 
typical economic distribution which you find in slums, primarily low- 
income families, and solve their problems without public housing. 

Mr. Mutrer. Mr. Fischer, may I interrupt? You tell us that—and 
we have been told and most of us believe that slums breed crime and 
delinquency. We were told here yesterday by two witnesses that 
public housing projects are breeding crime and delinquency. 

Mr. Fiscuer. I don’t think there is any evidence of that. This isa 
new notion and I for one have no evidence to the contrary, because it 
has never been brought up before. I understand it has been brought 
up without any evidence. 

Mr. Mutrer. There are some public housing projects in your home- 
town of Pittsburgh ? 

Mr. Fiscuer. We have a lot of public housing projects. 

Mr. Mutter. Is the ratio of crime and delinquency greater in public 
housing projects than elsewhere in the city ? 

Mr. Fiscuer. Everybody in the community that I know of has al- 
ways accepted the fact that public housing in Pittsburgh has con- 
tributed somewhat to a solution of these problems, and it appears, or 
has appeared always to me that it is so uncontroversial a problem in 
our community and other communities that nobody bothers to prove it. 

The facts are there and could be assembled in any community. This 
is a new notion. 

Mr. Mutrer. Is it your opinion that the highest crime and delin- 
quency rate is found in the slum areas / 

Mr. Fiscner. I always thought everybody agreed to that until 
yesterday. Certainly studies have been made by a wide variety of ele- 
ments, not only proponents of public housing, but many people who 
take no interest in public housing, but are interested in crime and are 
interested in housing. 

It was my understanding they all agreed until Mr. Scott entered 
this picture. 

I also want to comment on this notion that is being spread around 
that there are other solutions to this relocation and this slum prob- 
lem, and to housing of people who are in low-income and the low, mid- 
dle-income groups, without resort to some new programs and to the 
extension of public housing. 

I have had the privilege in the last 2 years, ever since President 
Eisenhower has organized his housing program, of sitting in most of 
the meetings in committees that have gone on—private, public, and 
what have you. 

I sat in with the President’s Committee on Housing and I sat on the 
Urban Renewal Advisory Committee, and was a member of the execu- 
tive committee and board of directors of the American Council To 
Improve our Neighborhoods, which is the great public-spirited move- 
ment which is interested in this whole problem of rehabilitation. 

I think in all of these investigations, in all of these discussions and 
developments, the main body of participants have understood that 
rehabilitation is an important, but a limited kind of program. It is 
not seriously put forth by him as a program to eliminate slums, or to 
rehouse slum dwellers, or to solve the problem of slums or substandard 
housing. 

One of the great purposes of those who advocate rehabilitation, as 
I understand it, is to arrest the development of new slums, and per- 
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haps to reverse the development in areas which are just turning into 
slums, and perhaps are still within the area where they can be saved. 

We have a few professionals in the field, extremists, we might cal! 
them, who seem to make a vocation of opposing public housing; who 
have tried to indicate that rehabilitation is an alternative to public 
housing and makes public housing unnecessary. I think you will find 
that most of the leading people in the rehabilitation area field and 
most of the leading advocates and participants in this work do not hold 
that rehabilitation is the alternative to public housing, or will solve 
the problem of clearing or eliminating the slums or of properly hous- 
ing the slum dwellers. 

I think Mr. Cole has made clear his position on that. 

Only yesterday, before the National Housing Congress, Mr. Fallon 
made this more clear than I have heard him make clear, so apparently 
his experiences are beginning to indicate to him that there are much 
greater restrictions to the potentialities of rehabilitation in ths field 
than some propagandists, perhaps, try to lead people to believe. 

Mr. Motrer. On that point, is it not a fact that in all these areas 
where rehabilitation has been accomplished, the resultant rental hous- 
ing has been, or has commanded a rent much higher than that which 
is payable in public housing and can be paid only by persons who could 
not qualify for public housing ? 

Mr. Fiscner. That would be necessarily so, except under two cir- 
cumstances: (1) where you are rehabilitating fairly good housing, in 
the first instance, and where the rents already are high enough to ab- 
sorb the investment and where the investment need not be very high; 
or, where you are doing a sham rehabilitation job in very rundown 
housing, where what you are really doing is trying to get by some of 
the legal technicalities of code requirements, but not in a way which 
produces a sound home or a sound atmosphere for an American fam- 
ily in which to live. But there is no question of doubt that no one has 
come up or has made any serious effort to come up with any formula 
or any device or any approach to rehabilitation, which makes it possi- 
ble to invest the amount of money which is required and at the same 
time not raise the rents in order to recover that investment. 

That is the simplest form of economics and nobody has solved that 
particular problem, and thus increasingly it is becoming clear, as we 
are beginning to develop some limited experiences in this area, that 
it cannot do what some of its first advocates claimed they wanted this 
rehabilitation business to do. 

I am also interested in the fact that Mr. Scott makes reference to 276 
cities, I believe, in which there are rehabilitation programs underway. 
I don’t like to engage in irresponsible throwing around of facts. I 
don’t want to say “I know this isn’t true,” but I am very skeptical 
about that figure, or any figure like it. 

I take it for granted, for instance, that the city of Pittsburgh, where 
I happen to live, is one of the cities which appears in this column of 
276 cities. I am almost certain that that is true. In fact, I suspect 
that what this 276 cities refers to are cities in which there is some talk 
of rehabilitation, and some development of comprehensive codes and 
code enforcement. 

Pittsburgh is a case in point. March 1 of this year we put a new 
modern code into effect and we are making some progress. 
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Mr. Moutrer. Is New York City on that list ? 

Mr. Fiscuer. I should assume it is. In the city of Pittsburgh there 
is not one iota of a trace of a movement for rehabilitation. In fact, 
everybody is beginning to worry. We have got a code, we are going to 
tell people that you have to live up to that code. Has anybody gotten 
around to thinking about how they are going to do it? 

Mr. Moutrer. The rehabilitation program in the city of New York is 
used as a means of getting an increase in rent by going in and making 
a semblance of making some changes, some improvements—there is no 
question of compulsory compliance with the code. Apparently they 
are in compliance, but they go in and make some additions or changes 
and then use that as the excuse for raising the rent on the rent con- 
trolled properties. 

Mr. Fiscuer. Actually, gentlemen, I don’t think there is any serious 
doubt that we are beginning to find—some of us found it in the first 
instance—but we are widely beginning to find and recognize that re- 
habilitation is an important thing, a proper thing, but it does not 
really deal with the solution of the present slums and the problems of 
the present residents of slums. That is just not what the purpose and 
the role and the function of this rehabilitation movement is. I think it 
is a great disservice to the legitimate role of rehabilitation, to try to 
inject it into this problem of public housing. 

This rehabilitation is not an alternative to public housing. In fact, 
no alternative to public housing has been put forth. 

Last year, the Congress enacted section 221 of FHA. I was very 
much involved personally in many discussions and conferences which 
led to that kind of concept. 

The 221 program originated as a possible approach to middle-income 
needs. Certain individuals who were opposed violently and vigor- 
ously to public housing took this program as it was originally presented 
by friends of public housing to the President’s Housing Committee and 
made some very drastic changes in it. First of all, they made it a 
program which applied exclusively to extremely low-priced housing 
and the price limit under 221 is such that it is almost of no use in any 
significant large city, and certainly in no northern city, because the top 
limitation is below the cost or the price that any standard house that is 
really useful for family living would cost. 

In addition to that, it was tied in with the dislocation and reloca- 
tion problem which in its original form it had not been, and thus, a 
program originally conceived of, and originally put forth to help to 
solve in a private enterprise way some of the low middle-income fam- 
ilies’ housing problems, was changed around so as to leave that pur- 
pose behind and try to become an alternative to public housing. 

_It has not worked, and Mr. Cole indicates that we haven’t had 
time yet. That is why it has not worked. That may be. I don’t 
know, but if the 221 program were to work, I think you would find 
that the degree to which the Government was involved in expendi- 
ture and risk in a successful 221 program, would far exceed, in my 
opinion, the degree to which the Government is involved in a public 
housing program on the basis of Senator Taft’s formula, as it ap- 
pears in the 1949 act. 

Thus it seems to me that we come up against the fact that there are 
some truths we must face: Cost of housing is at a certain level. That 
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is just what it is. That is what the market-place demands. That 
is what the cost items that go into it result in. In the distant future, 
through technological progress, perhaps that situaion will change. 

There is no eiliantite, owever, of any sharp change in the cost 
of a house. The cost of a house is beyond what a low-income family 
can pay, either in rent or in purchase price. It is beyond the low 
ssidiiaiaautes families’ capacity to pay—folks who make between 
three or five or six thousand dollars a year. Therefore, we come to 
the conclusion, and we urge this conclusion upon you, that dissolu- 
tion of the problem, which involves relocation, slum clearance, keep- 
ing up housing projects, the national prosperity of the country, full 
employment, all these other many problems which flow from the hous- 
ing question—the solution to the problem seems to us involves a very 
simple recognition of the facts of life. 

When you get to the low-income group, they just can’t operate in 
the housing market without subsidy, and the only body that has the 
capacity to provide that subsidy is the Federal Government. That 
is the whole basis, as I understand it, of the public housing program. 

When you get to the low-middle-income group, I think you find that 
you can operate without subsidy, if some more liberal credit aides 
are made available. 

It is for that reason that we support the notion that the Federal 
Government should take steps and adopt legislation which will en- 
ble families in this low-middle-income bracket to purchase and buy 
and rent homes which have been financed with 3 percent loans. This 
will not cost the Government anything. It should be a program 
which at least will break even, and perhaps should result in a profit, 
to lengthen the terms of the mortgages, keep the low downpayment 
kind of provisions which we have, and in this way it will be possible 
to bring the present available house down to the available monthly 
income of this low-middle-income group. 

We think their problem is one which must be met. We are very 
fearful, not only as consumers of housing, but we are very fearful 
as people who depend on the production of housing. Of course, the 
production of housing affects many, if not all of our industries, di- 
rectly or indirectly. 

As producers, we are fearful that unless the public housing pro- 
gram is greatly expanded and unless we develop some way for this 
lower-middle-income group to effectively participate in the new hous- 
ing market, we are going to run into a very sharp curtailment of hous- 
ing production. 

Wherever you go, you talk to builders, real-estate fellows and 
bankers, and they are very fearful that we are not going to be able to 
continue to build at the present level homes at present prices with 
present financing arrangements, because the great potential market, 
the great unfulfilled need is found among people who just can’t afford 
what is being done now, so we think it is in everybody’s interest that 
we proceed along the lines of a comprehensive program of large-scale 
public housing and of much more realistic and far-reaching aid 
through credit devices to private and low-middle-income housing. 

Mr. Mutrer. Thank you, Mr. Fischer. 

Mrs. Buchanan, since the witness comes from your city, do you have 
any questions ? 
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Mrs. Bucnuanan. I am very happy to have you with us today, Mr. 
Fisher, and I want to compliment you on the splendid statement you 
have made. I have the honor to represent, as you may know, five wards 
in the city of Pittsburgh. 

Mr. Fiscner. You represent the people who pay my salary. 

Mrs. Bucuanan. I certainly agree with you that slum clearance 
does not accomplish its purpose unless public housing is also provided. 
As you have also pointed out, the city of Pittsburgh has shown this to 
be very true. I was interested to hear your comments on the testimony 
given here yesterday that public housing breeds juvenile delinquency. 
That is hard to understand when all the evidence is to the contrary. 
Until yesterday I thought, as you do, that everyone agreed that in help- 
ing to eliminate slums the public housing program was striking at one 
of the greatest sources of juvenile delinquency. 

I have always appreciated the strong support of the United Steel- 
workers of America for the public housing program despite the fact 
that most of them have earnings making them ineligible to occupy pub- 
lic housing units. 

Mr. Fiscuer. You may be interested in knowing we just found out 
this week the extremely highly publicized and good public housing 
program that is just getting underway in the Pittsburgh slum district. 
All of our redevelopment up to now has been in the commercial dis- 
tricts. Now for the first time we are going into the first slum dis- 
trict and we are going to clear a lot of slum houses that ought to be 
cleared, and we have just seen for the first time the relocation pro- 
visions, the housing provisions, if you will, that are connected with 
this great program. 

The housing phases of this program are very simple. They don’t 
exist. There is no provision for any housing in connection with this 
program. Furthermore, the one basis on which the folks who are in 
charge of this redevelopment are anticipating rehousing, the several 
thousand families who are going to be dislocated, is in existing public 
housing by not filling vacancies as they arise, by saving them for these 
families, based on the assumption that the turnover which has existed 
over the years is going to sharply increase. This involves some kind 
of economics which T don’t understand, and which has nothing to do 
with anything that I know of existing in Pittsburgh proper. 

It is interesting to note in this connection that when you proceed to 
enforce the policy of keeping existing public housing units as they 
become vacant in a state of vacancy, pending the dislocation of families 
whose property is taken over, it is the Federal Government that pays 
for that condition, because obviously the local housing authority does 
not get income from vacant apartments, and the suggested program 
would provide that the housing authority be deprived of the right 
to fill these vacant apartments, and only fill them as the redevelopment 
people certify that a particular family requires this, because of the re- 
development program, and as these apartments are vacant, of course, 
they involve no income. The expenditures of the authority continue, 
and the fact that there is no income, and, therefore, that you have an 
increasing deficit, means more subsidy from the Federal Government, 
so apparently it is all right for the Federal Government to spend 
money for almost anything in the housing field except one thing, and 
that is providing good, adequate new housing for people who need it. 
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It always strikes me as an amazing thing that everything you hear 
about in the housing field is consistent with the private enterprise sys- 
tem, according to some, except public housing, and I don’t think the 
facts will support that kind of a conclusion. 

If public housing is socialistic—and I don’t know what socialistic is, 
then FHA is socialistic, and 221 is supersocialistic, and redevelopment 
is socialistic, and all of these other programs are socialistic. I think 
this is all talk. We are talking about things that are unreal. 

I happened to talk to one of our big Pittsburgh builders just the 
other day who said that he as a builder was interested in building pri- 
vate homes for profit, unlike public housing. It is perfectly apparent 
that the builders who build public housing get a profit just like any 
other builders do. They don’t do it for nothing. The Government 
doesn’t force them to do it at any price. They do it on the basis of a 
reasonable return through competitive bidding, and I have never heard 
the folks who build public housing complain that they are being social- 
ized in any way. They are just part of our private enterprise system. 

Mr. Mutrer. Have you ever known one of those builders who built 
a public housing project going bankrupt ? 

Mr. Fiscuer. No. In fact, you never heard of a builder being 
bankrupt. FHA takes care of them. FHA right now is spending— 
we don’t really know whether it is spending money—but FHA 1s 
making available the credit of the United States Government to the 
tune of billions of dollars a year. This is an extremely valuable aid. 
Whether this will result 

Mr. Muurer. FHA is very definitely spending money to rehabilitate 
its properties where it takes them back after the mortgages are fore- 
closed. 

Mr. Fiscuer. That is right. 

Very obviously this program does involve very real Government 
involvement and expenditures in the housing field, and great Govern- 
ment risks. What is wrong with the program is not that it involves 
Government risk, but it isn’t aimed at doing the job that needs to be 
done. It is not serving low-income groups. It is not serving the low- 
middle-income groups. It is serving primarily people who could prob- 
ably get along pretty well without it, and instead of having an FHA 
program of credit aid which serves the folks who can’t get along, 
except on the basis of some kind of Government aid, we now have an 
FHA program which is so designed and so conceived that it can pri- 
marily only be beamed at the people who don’t need any help, or need 
very little help. 

Mr. O'Hara. Mr. Chairman. 

Mr. Mutter (presiding). Mr. O’Hara. 

Mr. O’Hara. I think Mrs. Buchanan has pinpointed a phase that is 
of interest, the steelworkers and members of CIO generally contribute 
a large amount of money to the Federal revenues, through their taxes. 
Very few, if any, occupy public housing. 

Mr. Fiscuer. Very true. 

Mr. O’Hara. But yet the CIO and the steelworkers are supporting 
public housing, unselfishly, because they believe it is in the public 
interest. 

Mr. Fiscurer. As you know not many weeks ago all of our great CIO 
unions, and my boss, Davae McDonald, testified in favor of a higher 
minimum wage. There are important CIO unions to whom this is an 
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important immediate problem, but for steelworkers or autoworkers 
there is no problem to our members. I think we appreciate the fact 
that the welfare and the prosperity of the country is important to 
everyone. It is important to us and we all have a mutual obligation to 
see to it that the problems of our people are taken care of by our 
Government. It is our Government, and it ought to serve our people, 
and certainly the first obligation of Government is to serve the people 
who need help the most. 

In the field of housing the groups who need help the most are the 
people who need “ing housing, and I don’t want to be too unselfish— 
and the steelworkers and autoworkers who make three to five to six 
thousand dollars a year need help in the way of a more realistic 
program of aid in the private housing field, which is actually geared 
to bring housing—that is, monthly housing costs—down to what our 
people can pay. Only the most skilled and most prosperous of our 
members, of those members who had the good fortune, if you call it 
that, to have their wives working, or a few kids working, are able to 
play an effective role in the present housing market in most of our 
American communities. 

Mr. Muurer. Mr. Fischer, we have just received word that the rule is 
being called up on the floor involving the bank holding bill which is 
out of this committee. I imagine most of the members will want to 
get there to participate in the adoption of that rule. 

Mr. Fiscuer. Thank you very much. 

Mr. Mutrer. If there are any of the members who desire to ask 
any other questions I will request the witness to come back tomorrow 
morning at ten. 

If not, you are excused, and we thank you very much for your 
statement. 

The committee will stand adjourned until 10 o’clock tomorrow 
morning. 

(Whereupon, at 12:25 p. m., the committee adjourned. ) 
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FRIDAY, JUNE 10, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., Hon. Brent Spence (chairman) 
presiding. 

Present: Chairman Spence, and Messrs. Brown, Patman, Rains, 
O’Hara, Mrs. Buchanan, Mrs. Sullivan, Messrs. Vanik, Talle, Betts, 
McVey, and Hiestand. 

The Cuarrman. The committee will be in order. 

We have the privilege today of having the counsel and advice of 
some of our colleagues, which we are very glad to have. 

Task the clerk to call the witnesses. Call the first witness. 

Mr. Hauxianan. Mr. Chairman, I believe Congressman Miller of 
California has another committee meeting which he is anxious to 
attend. He would like to make a short statement. 

The Carman. We are glad to have you come before us, Mr. Miller. 


STATEMENT OF HON. GEORGE P. MILLER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Mitter. I am Congressman George P. Miller, of the Eighth 
District of California. 

I support the principles of the bill before you, but I appear here 
in a peculiar capacity. Up until 4 years ago I represented the then 
Sixth District of California, and part of my district was split in two. 
Up to that time it contained, among others, the city of Richmond, 
Calif., and I am certain that all members of this committee are famil- 
iar with the housing situation created at Richmond by virtue of having 
some more than 40 percent of its people in public housing as a result 
of the war. 

In 1951 an amendment was written into the then act 

Mr. Rarns. You mean the Lanham Act housing instead of public 
housing ? 

Mr. Miter. I should say Lanham Act housing. 

Without going into a lot of detail—because I think you are familiar 
with it—but you remember in 1951 you wrote into the act a provision 
that allowed a city that had more than 10,000 units in it to redevelop 
under certain conditions part of that territory. 

That amendment was designed only to hit Richmond, Calif. 

The yom of Richmond, Calif., are making a great effort to rede- 
velop this area, and Senator Kuchel has introduced an amendment to 
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the act that was carried in the Senate, and is now before you, the 
principle of which would allow the city to pay one-third of the pur- 
chase price of the land—pay the Government for that land—when it 
takes it over, and within a year pay the other two-thirds. The only 
objective of that, as I understand it, is to give the city a little leeway. 
It is a big job for any city to take over and redevelop the territory that 
Richmond has to, all brought about by the impact of the war. 

I appear here particularly in support of Senator Kuchel’s amend- 
ment, and ask your consideration. 

Mr. John Baldwin, who is here, with an attorney from Richmond, 
will go into the detail of the thing, but I want to thank you for taking 
me on now because I must return to another committee. I did want to 
express my interest in this adjoining district, because I am familiar 
with it, and helped work out the details of the first amendment. 

The CruatrmMan. The amendment in the Senate bill is the amend- 
ment you desire ? 

Mr. Miter. The amendment is in the Senate bill. I presume Mr. 
Baldwin and Mr. Murdock will discuss the technical features of it 
with you. All I know is, having read the amendment, I know what 
it is in there for. 

I request your consideration. 

The CHatmrMan. We are very glad to have your views. We will 
consider the matter. 

Mr. Mutter. Thank you, sir. 

Mr. Hatianan. The next witness is Congressman John F. Baldwin, 
Jr., of California, on this same subject, Mr. Chairman. 


STATEMENT OF HON. JOHN F. BALDWIN, JR., A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Batpwriy. Mr. Chairman, I am appearing before you and the 
members of this committee in support of the amendment that Con- 
gressman Miller has just appeared before you to support. 

I have submitted to your counsel about 30 copies of a prepared 
statement, which I would appreciate opportunity to insert in the 
record, and attached to that statement is a copy of the amendment 
which was introduced by Senator Kuchel in the Senate and adopted by 
unanimous vote by the Senate. 

The CuHatrMan. It may be incorporated in the record. 

(The statement is as follows :) 


STATEMENT OF HoN. JOHN F. BALDWIN, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF CALIFORNIA 


INTRODUCTION 


This amendment is offered in behalf of the city of Richmond, Calif. It would 
add a new section to the housing amendments of 1955 and would have the effect 
of revising the provisions enacted last year to expedite the disposal of temporary 
housing in Richmond. 

A similar amendment was introduced by Senator Thomas Kuchel, of Cali- 
fornia, and cosponsored by his colleague, Senator Knowland, which the Senate 
approved and passed and included in the Housing Act of 1955 (S. 2126), adopted 
June 7, 1955. 
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PRE-WORLD WAR II 


In 1940 Richmond, Calif., had a population of 23,000. The south half of the 
city consisted largely of vacant lots. Titles to most of these lands were clouded 
with liens for taxes and old street bonds. Ownerships were largely scattered 
among nonresidents, many of whom were dead or unknown. The lands were 
subdivided into 25-foot lots—now obsolete because of change in local zoning laws 
and building codes prohibiting construction of homes on such small lots. 


ADVENT OF WORLD WAR II 


By 1944 Richmond’s population had multiplied to over 100,000. Employment 
in Richmond’s federally owned shipyards alone had reached a peak enrollment of 
96,000. Urgent need for immediate housing was obvious. Private developers 
were unable to solve the problem because of inability to assemble ownerships 
and marketable, usable titles to the land. Accordingly, the Federal Govern- 
ment stepped in and condemned a leasehold interest in virtually all of these 
vacant lands. Federally owned temporary war housing providing shelter for 
more than 72,000 persons was promptly constructed, Richmond became known as 
the Federal city which had been mobilized for the war effort. 


POST WORLD WAR II 


In 1946 the shipyards ceased operating, but the housing shortage remained crit- 
ical because of the demobilization of veterans. The temporary war housing in 
Richmond has been largely used since by servicemen and by workers in certi- 
fied defense industries. In January 1954 the Federal Government decided that 
Richmond’s temporary housing was no longer needed for defense purposes and 
that the land must be returned to its owners, cleared of such housing, not later 
than June 30, 1956. 


PROBLEM OF DISPOSAL OF TEMPORARY HOUSING 


This temporary housing occupied the only large area in the city available to 


rehouse the families to be displaced. There was no other significant land avail- 
able within the city. The problem was to assemble titles to these lands rapidly 
so that such displaced families could be privately rehoused at reasonable rentals 
and sales prices. Assemblage of ownerships and marketable titles by private 
developers and under State law was still impracticable. 


ACTION OF 83D CONGRESS 


Accordingly, the 83d Congress adopted legislation which was introduced last 
year to meet the problem of Richmond and cities similarly situated. This legisla- 
tion (sec. 805 of the Housing Act of 1954) amended sec. 605 (a) of the Lanham 
Act by adding a new paragraph which authorized the Administrator of the 
Housing and Home Finance Agency to purchase or condemn a fee-simple title 
to such lands as an incident to the orderly removal of the temporary war hous- 
ing and to provide improved sites for private homes needed to replace the tem- 
porary housing. 

A plan to develop a pilot area was prepared, and it became apparent that 
certain minor amendments to the law are required in order to carry out the 
intent of the 83d Congress. 


PROPOSED AMENDMENT 


Experience under last year’s legislation shows that the revision is necessary 
in order to proceed with the maximum efficiency in carrying out the purpose of 
last year’s enactment. Under the law as it would be revised by this amend- 
ment, the Housing Administrator could acquire a fee simple title in the numerous 
small parcels of land in which he now holds a leasehold interest if, and only 
if, the Administrator finds that such acquisition will tend to expedite the 
orderly disposal or removal of World War II temporary housing by facilitating 
the assembly of improved sites on which private enterprise can provide privately 
owned housing needed to replace the temporray houses. The city would be 
a to make a similar finding and to request the acquisition by the Adminis- 
trator. 
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The Administrator could, during a 5-year period following his acquisition of 
land under this provision, sell it, at fair market value, the to city or its redevel- 
opment agency. Such sales would require a downpayment of at least one- 
third of the price, and the balance would be payable in not over 1 year. Inter- 
est at 4 percent would be charged for any part of the price not paid at the 
time of conveyance. 

It is contemplated that the city would purchase tracts of land as they find 
a private developer to whom the city can resell it. Such private developer would 
agree to build houses in accordance with local zoning laws. No sale would be 
made to the city or its redevelopment agency unless the aggregate of land sold 
was to be redeveloped primarily for residential use. 

The Administrator could, during the 5-year period after he acquires any land 
under the provision, sell it either to the city or, if negotiations for sale to the 
city do not make reasonable progress with respect to any particular parcel, 
under the authority of existing law. 

Any land not sold by the Administrator 5 years after the acquisition by him, 
would be required to be disposed of as expeditiously as possible in accordance 
with other authority of existing laws. 

The principal new feature of the legislation is that land could be acquired 
by the Federal Government in large parcels (and therefore more efficiently) 
before a private developer is found for each and every parcel to be acquired. 
The present law, in effect, requires the city to find a developer for each and 
every parcel before acquisition, because it must guarantee full payment before 
acquisition by the Federal Government. However, the 5-year limitation in the 
new legislation provides a safeguard against the Federal Government being 
required to hold onto the land for a longer period. Thus, the legislation is 
designed in such a manner that the costs of acquisition to the Federal Govern- 
ment should in all likelihood be recouped upon resale. 


CONCLUSION 


The scheduled, rapid removal of Government-owned temporary war housing 
in Richmond cannot be accomplishd in a practicable manner and in the public 
interest so as to meet the deadline of June 30, 1956, without unreasonably dis- 
rupting lives of the many thousands of persons and families to be dispossessed, 
unless available improved sites are provided for privately owned housing needed 
to replace such temporary housing. While there is authority in the Lanham 
Act to evict all tenants who do not voluntarily rehouse themselves prior to June 
30, 1956, the effect of such an action by the Federal Government on the lives 
of the people concerned, and upon the general economy of the city of Rich- 
mond will be irreparable. Adoption of this amendment and exercise of the 
authority therein contained will expedite the orderly disposal or removal of 
temporary housing under the jurisdiction of the Housing Administrator in the 
city of Richmond by facilitating the availability of improved sites for privately 
owned housing needed to replace such temporary housing, it will also expedite 
the transition of the city from a war-affected community containing an inordi- 
nately large number of temporary Government housing to a community having 
additional permanent, well-built residential neighborhoods and is the only solu- 
tion for the rapid rehousing of the families residing in such temporary housing, 
and for the elimination of blight, a substantial contributing factor to the origin 
of which was the construction by the Federal Government of these vast num- 
bers of temporary housing structures designed for occupancy for a period of time 
now long since passed. 

I concur with the remarks of Senator Kuchel when he stated: 

“The amendment is for a community which has been recognized by Congress 
as having been dealt with quite harshly by reason of a sudden influx of popula- 
tion during the years of World War ITI.” 


HOUSING AMENDMENT OF 1955——-PROPOSED NEW SECTION TO EXPEDITE THE REPLACE- 
MENT OF TEMPORARY WAR HOUSING IN THE CITY OF RICHMOND, CALIF. 


Sec. .The Act entitled “An Act to expedite the provision of housing in 
connection with national defense, and for other purposes,’ approved October 
14, 1940, as amended, is hereby amended by amending the last paragraph of 
section 605 (a) to read as follows: 

“In any city in which, on March 1, 1953, there were more than ten thousand 
temporary housing units held by the United States of America, or any two 
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contiguous cities in one of which there were on such date more than ten thou- 
sand temporary housing units so held, the Administrator may acquire, by pur- 
chase or condemnation, a fee simple title to any or all lands in which the Ad- 
ministrator holds a leasehold interest, or other interest less than a fee simple, 
acquired by the Federal Government for national defense or war housing or for 
veteran’s housing where (1) the Administrator finds that the acquisition by 
him of a fee simple title in the land will tend to expedite the orderly disposal 
or removal of temporary housing under his jurisdiction by facilitating the avail- 
ability of improved sites for privately owned housing needed to replace such 
temporary housing, and will tend to expedite the transition of the city from a 
war-affected community containing, as of said date, a large number of temporary 
houses to a community having additional permanent, well-planned, residential 
neighborhoods, (2) the local governing body of the city makes a like finding 
and requests the Administrator to acquire such title to the land, and (3) the 
city has furnished assurances satisfactory to the Administrator that no indi- 
vidual who is employed by, or is an official of, the government of the city in 
which the land is located, or any agency thereof, shall be permitted, directly 
or indirectly, to have any financial interest in the purchase or redevelopment of 
such land: Provided, That such acquisitions by the Administrator pursuant to 
this sentence shall be limited to not exceeding four hundred and twenty-five 
acres of land in the general area in which approximately one thousand five 
hundred units of temporary housing held by the United States of America were 
unoccupied on said date: And provided further, That funds for such acquisition 
by the Administrator, which are authorized, pursuant to subsection (c) of this 
section and title II of the Independent Offices Appropriation Act, 1955, to be 
expended from the revolving fund established by that title under the heading 
“Housing and Home Finance Agency Office of the Administrator, revolving 
fund,” shall be taken into consideration, to the extent that they are needed, in 
making any determination pursuant to the second proviso under that heading. 
All or any part of any land so acquired by the Administrator may, during the 
five year period following the date of its acquisition, be sold by the Administra- 
tor through negotiated sale, to such city or any local ;ublic agency where (1) 
the city or local public agency has represented to the Administrator that it is 
duly authorized under State law to purchase and resell such land, that such 
land will be made available to private enterprise for development in accordance 
with local zoning and other laws, and that the aggregate of such land and any 
other land in the same city previously sold under the authority of this paragraph 
to the city or a local public agency will be developed for predominantly resi- 
dential use, and (2) the city or local public agency has agreed to pay the fair 
market value of the land as determined by the Administrator, after giving con- 
sideration, among other relevant information, to the cost to the Federal Govern- 
ment of acquiring the fee simple title and of holding the land pending sale 
(including estimated amounts to cover legal and overhead expenses of such 
acquisition and to cover interest costs to the Federal Government of monies 
invested in the land pending sale). Any such negotiated sale of land to the 
city or a local public agency shall be made upon terms which require (1) that 
the city or public agency shall pay in cash at least one third of the price of the 
land upon its conveyance and the entire price within one year after its con- 
veyance and (2) that any portion of the entire price not paid upon such convey- 
ance shall be represented by an indebtedness which shall bear interest on 
outstanding balances at a rate of four per centum per annum and which shall 
be secured by a first mortgage lien upon the land or such portion of the land as 
the Administrator deems adequate to protect the financial interest of the Federal 
Government. The Administrator may, at any time that he deems it to be in 
the public interest to do so, dispose, under authority of other provisions of this 
Act, of any land acquired by him pursuant to this paragraph. Any land acquired 
by the Administrator pursuant to this paragraph which has not been disposed 
of within five years after its acquisition shall be disposed of by him as expedi- 
tionsly as possible in the public interest in accordance with other authority 
contained in this Act.” 


Mr. Batpwin. I might say, Mr. Chairman, that last year the 83d 
Congress adopted an amendment very similar to this. That amend- 
ment provided that the city of Richmond—I might say that the dif- 
ficulty that exists in the redevelopment of the city of Richmond is 
that when the United States Government came in during World 
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War II and put these Lanham Act housing units into the city of 
Richmond, which housed 72,000 people at one point, and was the 
biggest single group of these units anywhere in the United States, the 
United States Government did not take a full fee title to the prop- 
erty involved but just took a leasehold title to that property. 

The property basically involved 25-foot lots. The 25-foot lot own- 
ers have been more or less dissipated all over the United States. Many 
of them are dead. The lots have liens on them. If the 83d Congress 
hadn’t passed this amendment, which authorized the Federal Govern- 
ment to condemn the full title before disposing of the land, the land at 
the end of June 30, 1956, would have reverted to all of these nebulous 
25-foot lot owners distributed all over the United States, some of them 
dead. 

There are zoning regulations, State and local regulations against 
development of lots that small, and it would be a blighted area in the 
city of Richmond. All of the people moved out of public housing by 
that closing date would have nowhere to go for residential housing 
in the city of Richmond. 

The purpose of last year’s amendment was to make it possible for 
the Federal Government to acquire the full title and dispose of it in 
full parcels to the city of Richmond, which in turn would dispose of 
it to subdividers under plans worked out by the city requiring the 
property to be developed into residential homes so that people would 
have an area developed to residential homes, and the city wouldn’t 
have a huge blighted area. 

Mr. Berrs. How long aterm was the lease ? 

Mr. Batpwin. The lease expires June 30, 1956, a year from now. 

The Cuatrman. The Government is taking advantage of that pro- 
vision and has acquired title to this land ? 

Mr. Batpwiyn. The Government has started to take advantage of 
that provision. It is in the procedure now of acquiring title to the 
first pilot development area which involves four blocks. 

In following through, the city has found that there is a very serious 
administrative problem in that the amendment last year required that 
the city put up the full cash value, the total cash value, immediately. 

Mr. Rains. Was that $4 million ? 

Mr. Batpwin. Between three and four million dollars. 

That, to the city, isa tremendous assignment. 

The main change in that amendment—this amendment contains 
the same authorization to the Federal Government to condemn and 
take the full title to the property. It requires the same determination 
in advance by the Administrator of the Public Housing Administra- 
tion, that this is for the best interests of the redevelopment program 
in that area; it requires a determination by the city that it is also for 
the same best interests of the city. 

_ The Crarrman. Could the city obtain that money without a bond 
issue ¢ 

Mr. Batpwryn. I don’t believe so. 

The Carman. You would have to have a vote of the people on 
a bond issue, wouldn’t you ? 

Mr. Batpwin. They have found that it is just impossible for them 
to acquire the full three or four million dollars to pay with one full 
pavment. 
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_As I say, the main change in this amendment simply authorizes the 
city to pay one-third down, and to give an evidence of indebtedness 
at + percent interest to pay the remaining two-thirds within a 1-year 
period. That is the main change which would make it more adminis- 
tratively feasible to carry out this will of the 83d Congress, as ex- 
pressed in the amendment last year. 

Mr. Rains. You have already had some kind of referendum out 
there on it ; didn’t you # 

Mr. Batpwin. Not areferendum, as such. This, of course, has been 
approved by the city council, and the city authorities right along, all 
the way along. 

Mr. Ratns. I wonder what will happen when the Federal Govern- 
ment condemns all that property? Where are those people going ? 

Mr. Batpwin. We are hopeful that if that amendment—as I say, 
the amendment was unanimously adopted by the Senate. If it is 
adopted by the House, becomes law, in the period between now and 
June 30, 1956, the closing date, we have already started on our pilot 
redevelopment program of four blocks, and are hopeful of getting 
additional areas under way. Part of the area is already pretty well 
vacated of people in the housing units. We are hopeful of getting 
some of that redeveloped fast enough so by the time we close out the 
last public housing the first of the private homes will be already up 
and available for those people to move into. 

Mr. Ratns. Have the people, themselves, agreed to that kind of a 
transition ? 

Mr. Batpwrn. Well, the people don’t have any alternative under 
the will of Congress because this Lanham Act public housing, the 
leasehold, expires June 30, 1956. If that amendment doesn’t pass, 
June 30, 1956, the city of Richmond under Federal law has to have 
all of the people out of the public housing. 

Mr. Rarns. And demolish them / 

Mr. Batpwin. And have it closed out. 

The Cuarmman. How large is Richmond / 

Mr. Batpwin. That is a town of a little less than a hundred thous- 
and. At the peak during the war 72,000 were in the public housing. 
It is the only city in the United States that had the number of peo- 
ple in public housing involved in ratio to the full population. 

Mr. Ratns. When you say “public housing,” you niean Lanham 
Act ? 

Mr. Batpwin. Yes. Thank you, Mr. Rains. 

Mr. Ratns. You really want the Government to acquire title so 
that the city can resell and redevelop this property? Isn’t that really 
the basic problem—title ? 

Mr. Batpwin. That is correct, Mr. Rains. 

Mr. Ratns. Then the city intends to carry out the Lanham Act 
provisions of demolishing these old Lanham Act houses; is that cor- 
rect ¢ 

Mr. Batpwrn. This is correct. 

Mr. Rains. The only other question that concerns me, it wouldn't 
be good for the Federal Government to take $4 million for this prop- 
erty and then for the city of Richmond to make some seven or eight 
millions on the deal? What about that ? 


63137—55——38 





586 HOUSING AMENDMENTS OF 1955 


Mr. Bautpwin. The city of Richmond is required under this amend- 
ment to pay to the Federal Government the full value at which the 
Federal Government acquires it, plus any legal costs involved by the 
Federal Government and under the city of Richmond’s program—I 
might say Mr. Murdock is here representing the city of Richmond. 
I would like to give the platform up to him in one jiffy, but the plan 
of the city of Richmond is to dispose of it to developers at the same 
acquisition cost as the city acquires it from the Federal Government. 

Mr. Rarns. The city of Richmond is going to pay the cost of the 
condemnation which the Government will incur ? 

Mr. Batpwin. That is correct. 

Mr. Rarns. That looks like a good proposition. 

Mr. Brown. How did you arrive at the $4 million ? 

Mr. Batpwin. That is just an estimate of what it is. That is an 
estimate of the real-estate cost to acquire the full title. 

Mr. Rarns. Is it an estimate made by the Housing Administration 
here in Washington ¢ 

Mr. Batpwin. With your permission, I would like Mr. Murdock 
who represents the city of Richmond to come up with me because 
I believe Mr. Murdock can answer that question in more detail. 

Mr. Murdock. 


STATEMENT OF DANA MURDOCK, REPRESENTING THE CITY OF 
RICHMOND, CALIF. 


Mr. Murvockx. My name is Dana Murdock. I am representing the 
city of Richmond. 

In answer to the question last put forth, the estimate of $4 million 
is arrived at by striking an average of $750 per 25-foot lot, which 
was the actual estimate made by the Housing Administration’s ap- 
praisers for the pilot project, which was under way to test the legisla- 
tion enacted last year. 

The Cuarrman. How is the city going to raise the funds necessary 
to purchase this?’ The city, I know, hasn’t that surplus now to do 
that. Would that be through a bond issue? 

Mr. Murpock. The city has no fund now. The State law permits 
the development of this kind of money, either through a bond issue, 
which is a charge upon the land, or by the sale of revenue bonds, which 
will be paid off. by the increment of taxes that are added to the lands 
through a redevelopment program, which taxes are sequested and 
placed in a special fund to amortize the principal and interest on the 
bonds. 

Those are the only two methods that they have. 

The Carman. That only binds the city. That only binds them 
to collect the levies and assessments ? 

Mr. Murpock. That is right. 

The Cuarrman. The only way you could bind the city would be by 
a vote of the city. 

Mr. Murpock. A vote of the people on the general obligation bonds. 

The Cuatrrman. Will those be marketable ? 

Mr. Murvock. We are told they are marketable. You never know 
until you have one to sell whether they are marketable, but we are told 
these types of bonds are marketable. 
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Mr. Rarns. One other question, Mr. Murdock: After you demolish 
those houses, if this bill is passed with the amendment added, and the 
agreement is reached, following up the chairman’s question, and the 

overnment starts condemnation, when will the Government have an 
assurance that the city of Richmond will have the money to pay one- 
third down and pay the other two-thirds within 12 months? Can you 
give that assurance to the Government prior to the condemnation? 

Mr. Murpock. That is one of the administrative conditions which 
the Administrator will impose upon the city of Richmond, because 
this is discretionary with the Administrator, and unless the city gives 
him some assurances that they will pay for the lands, one-third down 
and the balance in a year, no doubt he would not embark on such an 
undertaking. 

Mr. Rarns. I haven’t read the Senator’s amendment. Is there any 
provision in the Senate amendment that would nail down that kind 
of a proposition, or is it left to the discretion of the Housing and 
Home Finance Administrator ? 

Mr. Murpock. The provision in the amendment requires both the 
Administrator to make certain findings and the legislative body of 
the city, the city council, to make certain findings to the effect that 
the assembly of the land will aid in the disposition of the Lanham Act 
housing by facilitating the availability of improved sites needed to 
replace the families and the homes that will be torn down. 

ia there is nothing else in the act that requires the Administrator 
to get assurances from the city other than those findings. 

The CratrmMan. You expect to be bound to pay the money, not in 
special assessment bonds? 

Mr. Murpock. That is right. 

Mr. Brown. If you pay a million dollars the Government would 
be fairly safe. 

Mr. Mvurpock. As a practical matter, wholly apart from what has 
been said heretofore, an entirely new thought, the practical approach 
to the thing will be something like this: The city will find a developer 
who will agree to develop the land in accordance with the community 
redevelopment plan, and it will be his money that will be used by the 
city to turn over to the Federal Government, to reimburse the Federal 
Government for the cost of the condemnation. 

Mr. Ratns. That is the million dollars? 

Mr. Murpocr. Yes, sir. 

Mr. Rarns. That is the downpayment ? 

Mr. Murvock. That is correct. 

Mr. Brown. Do you expect to get the other 2 million from the same 
contractor ? 

Mr. Murpock. This permits the sale of the land to various and 
sundry contractors, so that it would be possible to have one contractor, 
but the chances are there will be a lot more than one involved. 

The Cuatrman. In the process of the condemnation it is usually 
rather slow, on the part of the Government, to take over the land. 
Most people are not able to raise the money. 

Mr. Murvock. The’ land title companies in California have agreed 
that they will issue a clear marketable title upon the Government’s 
filing of its declaration of taking. They won’t force us to wait until 
the final decree or award is made, so that this is a really fast, or rapid 
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method of assembling title, something we cannot do under our State 
law because the constitution of our State forbids it. 

The Cuarrman. You think the amendment in the Senate bill would 
meet the requirements for your city ? 

Mr. Murpook. We certainly do, Mr. Spence. 

The Cuarrman. Are there any further questions ? 

Mr. Murpocx. I would like, if permitted, to file a statement and 
have it entered in the record, if I may, please. 

The CuatrrmMan. You may file your statement and it will be included 
in the hearings. 

(The information is as follows :) 


STATEMENT OF DANA MURDOCK ON BEHALF OF THE CITY OF RICHMOND REGARDING 
PROPOSED HOUSING AMENDMENT TO EXPEDITE THE DISPOSAL AND REPLACEMENT 
or TEMPORARY WAR HOUSING IN RICHMOND, CALIF. 


The city of Richmond, Calif., wholeheartedly endorses the statement sub- 
mitted by our representative, the Honorable John F. Baldwin, in favor of the 
proposed amendment. 

The amendment is designed to remedy a problem facing the city of Richmond 
resulting from the construction by the Government of the vast number of tem- 
porary war-housing units upon leased land. We are informed and believe that 
the city of Richmond is the only place where temporary Government-owned 
housing in such quantities was erected upon leased lands rather than on lands 
to which the Government had acquired a fee simple title. 

Some of the members of this committee are acquainted with the background 
of the housing situation in Richmond. The 80th Congress in adopting section 
405 of the Defense Housing and Community Facilities and Services Act of 1951 
(section 1593 d, title 42, U. S. Code) authorized the Housing Administration to 
acquire 300 acres of land in the Richmond area to be used for the provision of 
improved sites for privately financed defense housing. The purpose of that 
section was to permit the assembly of substantially the same lands so that private 
enterprise would be able to build housing needed to replace the temporary 
housing owned by the Government which had previously been constructed under 
the Lanham Act. While section 405 contemplated that the sites would be used 
for defense housing, it would nevertheless appear that the overriding purpose 
was to substitute new, permanent, privately owned housing for temporary Lan- 
ham Act housing. Had the major purpose been the filling of defense-housing 
needs during the Korean war only, there would have been no necessity fer enact- 
ing section 405, since the temporary Lanham Act housing could have been re- 
tained to serve Korean defense needs. 

Largely because of the freeze on removal of temporary housing in Richmond 
during the Korean war, the city was unable to propose a feasible plan for taking 
advantage of section 405 prior to the expiration (June 30, 1953) of title IV of 
the Defense Housing and Community Facilities and Services Act of 1951. Con- 
gress repealed title IV which dealt primarily with provision of sites in connec- 
tion with isolated defense installations party because it had never been used, 
and more importantly, because the Korean need was no longer present. 

The 83d Congress enacted section 805 of the Housing Act of 1954, which author- 
ized the Housing Administrator to convert the Government leasehold interests 
in Richmond to a fee simple interest as an incident to the orderly disposal of the 
temporary Lanham Act housing by providing improved sites for privately owned 
housing needed to replace such temporary housing. 

The primary purpose of section 405 of the Defense Housing (etc.) Act of 1951 
was actually the same as that contained in section 805 of the Housing Act of 1954. 
The enactment of section 805 is clearly indicative of the congressional intent to 
carry out the purposes of section 405 which had been designed solely to meet 
the special problems involved in removing temporary housing in Richmond and 
providing land for privately financed housing needed ‘to replace it. 

In the absence of a plan such as has been enacted into legislation by the Con- 
gress, the removal of temporary housing in Richmond would be delayed for many 
years; the area would be further blighted because it is not economically feasible 
to maintain in good condition housing which is slated for removal ; and eventually 
the Federal Government would probably be called on under the provisions of title 
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I of the Housing Act of 1949 (eligibility for further planning advances and capi- 
tal grants for the planning and redevelopment of such area having heretofore 
been established by the Federal Government) to bear two-thirds of the cost of 
land acquisition and blight removal estimated to total $3 million. Other Federal 
interests and considerations in Richmond occur since the temporary housing con- 
structed by the Government is a substantial factor causing the blight now recog- 
nized by the Government as existing in the community. These Federal interests 
and considerations have been cited by the President’s Advisory Committee for 
Slum Clearance and for the Removal and Prevention of Urban Blight and they 
are, of course, doubly applicable in the case of Richmond. 

The proposed amendment is designed to remedy the situation which has de- 
veloped based upon experience under last year’s legislation. 

The proposed amendment requires that before the Housing Administrator can 
acquire a fee simple title to any such lands both the Administrator and the city 
must make certain findings to the effect that such acquisition will tend to expe- 
dite the orderly disposal or removal of the temporary housing by facilitating the 
assembly of improved sites on which private enterprise can provide privately 
owned housing needed to replace the temporary housing. 

Sale of the lands so acquired may be made during a period of 5 years following 
acquisition to the city or its public redevelopment agency at fair market value. 
Downpayment of at least one-third of the price is required, and the balance would 
be payable in not over 1 year. Interest at 4 percent would be charged for any 
part of the price not paid at the time of conveyance. 

The Administrator could, during the 5-year period after he acquires any land 
under the amendment, sell it either to the city or, if negotiations for sale to the 
city do not make reasonable progress with respect to any particular parcel, under 
the authority of existing law. 

Any land not sold by the Administrator 5 years after its acquisition by him, 
would be required to be disposed of as expeditiously as possible in accordance 
with other authority of existing laws. 

Advantages of proposed amendment include: 

(1) Permits more efficient assemblage of larger parcels; 

(2) Eliminates requirement that city guarantee full payment before Federal 
Government acquires land ; 

(3) New safeguards are provided through the 5-year limitation on holding 
title; 

(4) Costs to the Federal Government will be recovered on resale; 

(5) Eliminates defects encountered in the administration of last year’s legis- 
lation; and 

(6) Provides a more flexible and feasible method of carrying out the intent 
of the 83d Congress. 


Mr. Batpwiy. I might say that the authorization for the condemna- 
tion is the law now under the 1954 act which authorized this procedure 
affecting the city of Richmond. The only change in that act is the fact 
that here there is a change to allow the city this 1-year period to com- 
plete full payment, and pay 4 percent interest in addition to it. 

The Cuatrman. Has the Government started procedure for the con- 
demnation of all this property ? 

Mr. Murpvock. They haven’t started yet, no. 

The Cuarrman. All right. 

Mr. Berrs. Mr. Chairman, I have just one legal question. Possibly 
it isn’t legal, but to keep the amendment in this act it has to be a general 
proposition to apply to any city ? 

Mr. Murpocrk. Yes. 

Mr. Berrts. I know it has to be that way in this act. Do you think 
that is fairer than to have a special act, or couldn’t you do that ? 

Mr. Harianan. Mr. Betts, they have a peculiar situation in Rich- 
mond, Calif. Although the present statutory provisions are framed 
in general language, the conditions which a community would have 
to meet under the provisions of the statutory language are such that 
they apply principally to Richmond, Calif. 
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Mr. Berrs. As a general proposition, it is so worded that it can 
apply only in a specific case ? a 

Mr. Haianan. It hasa very limited application. 

Mr. Berrs. It occurred to me that maybe because it was general 
that there might be some opposition to it. bt 

Mr. Hatianan. It does cover other communities, but the provision 
is limited, very limited, in its nature. 

Mr. Murvock. As a matter of practical approach, Mr. Betts, the 
land title companies have agreed to insure title on the obtaining. 

Mr. Berrs. I understand. 

Mr. Murvock. Even in advance of a court ruling on the validity 
of the act. 

Mr. Batpwin. I might say further, Mr. Betts, that the wording in 
the 1954 act, identifying the cities to which this applies by a city in 
which there are more than 10,000 temporary housing units held by the 
United States in March 1, 1953, is repeated exactly here, so far as 
the identification of the area, it is exactly the same as in the 1954 act. 

Mr. Berrs. Cleveland, Ohio, has it applied the same way. It is 
limited to cities over 500,000, or something like that, I understand. 

That clears up my point. 

Mr. Rarns. It is generally local in application. 

The Cuarrman. Is each city under the constitution limited in its 
tax rate for indebtedness and expenditures for the year? Isn’t there 
a constitutional provision ? 

Mr. Murpock. There is, sir, but I am not familiar with the amount 
of the limit. 

The Cuatrman. If that is true, then the only way that could be in- 
creased would be by a vote of the people and a bond issue. Do you 
feel sure you could get that if you submitted it to them ? 

Mr. Murpock. We certainly feel this way about it: That this debt 
limitation does present a problem, and we are confident that the people 
of our community will support a bond issue, if a bond issue is 
necessary. 

The Cuatrman. Your proposition will be considered by the com- 
mittee when they go into executive session. 

If there is anything you desire to insert in the hearings, you have 
the privilege of doing so. 

Mr. Batpwin. Thank you very much, Mr. Chairman, and members 
of the committee. 

Mr. Murpock. Thank you very much. 

The CHatrmMan. Call the next witness, Mr. Clerk. 

Mr. Hatitanan. The next witness is Hon. Robert Jones of Alabama. 

The CratrmMan. We are glad to have you appear before us, Mr. 
Jones. 

Mr. Jones. Thank you, Mr. Chairman. 


STATEMENT OF HON. ROBERT E. JONES, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ALABAMA 


Mr. Jones. I appreciate the opportunity, Mr. Chairman, and mem- 
bers of the committee, to again appear in behalf of the provisions of 
the existing law, title V, for the continuation of the rural-housing 
program. 
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Many of you will recall that I previously appeared before the com- 
mittee and have testified on several occasions in behalf of farm hous- 
ing. As a matter of fact, my initial appearance was on April 26, 
1949, when the committee was considering H. R. 4009. 

I presented at that time a statement in support of title V, of which 
I was the author. 

I would like to refer very briefly to some of the testimony which 
I gave to the committee at that time, which, of course, was prior to 
any rural-housing program. I have pointed out that if we could get 
this rural- housing program under way it would stimulate and inspire 
farm people to finance better homes and make improvements in their 
living conditions. Such a program would set standards in a given 
community, and would encourage an investment in better homes in 
farm communities. This would automatically bring about a better 
rural America. 

Detailed figures were presented to show the deplorable condition of 
many of the farm homes in the land. <A large percentage of farm 
homes were without running water, without toilet facilities or bathing 
facilities. 

I will not repeat those figures again, but the percentages were far 
greater than the average person re: alized. 

In other words, we had been accustomed to thinking of slum condi- 
tions and inadequate housing in terms of cities and towns, and little 
thought had been given to the rural-housing situation on which the 
homes were far inferior to those in urban communities. 

I have referred to these previous statements which I made back in 
1949 in support of rural housing to show what we thought at that time, 
and what the program would accomplish; what it would mean to farm 
people. <A look at the record prepared by the Farmers Home Admin- 
istration shows exactly what the score is. 

I believe you will find that the rural-housing loan program has been 
used extensively by farmers throughout the country, and that it has 
been a financial success. Certainly it has stimulated and inspired 
farm people, just as we thought and hoped that it would, to invest in 
better living conditions and improve their living standards. 

I also want to refer to a question raised by Mr. Patman, of Texas, 
during the initial hearings on the farm-loan program. Mr. Patman 
made this remark: “I wonder if this bill would be used to any great 
extent ?” 

Of course, in 1949 we could not answer that question. We could 
only speculate. 

However, today, we can show you exactly what the farm housing 
loan program has meant, and how very useful it has been. Loans have 
been made in all of the 48 States, and in Alaska, Hawaii, Puerto Rico, 
and the Virgin Islands; since the inception of the program through 
December 31, 1954, over $97 million has been loaned to a total of 18,919 
borrowers. Of this amount, over $9.5 million has been repaid in full 
by 2,276 borrowers. Considering the very short time the program 
has been in operation I think this is a remarkable and extraordinary 
record. It shows conclusively that the program is a useful one and 
a good investment. And, incidentally, it answers the question which 
Mr. Patman raised at the hearing in 1949. 

The farm loans which have been made to date are only a small per- 
centage of the demand. A large number of applications could not be 
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processed because of the lack of appropriations. As a matter of fact, 
the program has not operated since June 1954, because the funds were 
exhausted. 

The need for the program, however, is still great. Particularly in 
view of the continued deterioration of the farm situation as compared 
with other segments of the economy. This is especially true of small 
or family size farmers. I believe the record will show that the greatest 
percentage of farmers who have received farm housing have been small 
farmers who operate family-size farms. 

Now, Mr. Chairman, I would like to comment on the repayment 
for a brief moment. 

Mr. Brown. Are any of these borrowers now in arrears? 

Mr. Jones. The repayment record as of the present moment, Mr. 
Brown, is 106 percent. 

Mr. Brown. 106 percent? 

Mr. Jones. 106 percent of all the lending programs which the Fed- 
eral Government had extended. The repayment record made by the 
Farmers Home Administration to borrowers who borrowed to con- 
struct and rehabilitate homes has been the most remarkable of any 
lending program extended the American people. 

Mr. Brown. That isa little better than perfect. 

Mr. Jonrs. Yes, sir. As I say, 2,200 of those borrowers have already 
paid off in full, to the amount of nine and a half million dollars. 

Mr. Brown. You completely sold me on this program in April, I 
believe, of 1949. Ihave been staying with you ever since. 

Mr. Jones. Thank you, sir. 

It seems strange to me, Mr. Chairman, that a program that has 
proven and demonstrated its great usefulness, and that it could be 
operated to the benefit of the rural people, that we would have an 
agency of Government to ask that it be discontinued. Of all the hous- 
ing programs, of which none has been more successful than the rural- 
housing program that has been widely accepted by the farmers and 
utilized by them, that they would construct homes and improve the 
homes, the objective of which the bill sought, and then the agency 
would come forward and say that “We no longer want to continue this 
program.” ° 

Now, when we were considering the act, title V, in 1945, you will 
recall that we had at that time an insured-loan program under the 
Bankhead-Jones Act, an unlimited amount of money was made avail- 
able to borrowers in rural sections on insured loans. Yet in 5 years 
of operation of that loan program of insured loans, my recollection 
is that there were less than $18 million loaned during that period, and 
the first 3 months after title V was passed the Farmers Home Admin- 
istration, in its local offices scattered out in every county in the United 
States, had more applications in 3 months than the insured-loan pro- 
gram had loaned in 5 years, so it seems that if we are going to contfnue 
to give real aid and assistance and opportunity for the people on the 
farm, that we should continue a proven way to go about it. 

The CHamman. How much has been loaned under the program 
altogether ? 

Mr. Jones. The total amount of loans have exceeded $97 million. 

The CHarrMan. What interest do they pay ? 

Mr. Jonas. It isa 4 percent loan at 33 years. 





HOUSING AMENDMENTS OF 1955 593 


Now, under the title V, it provides that the loans can be made to the 
borrower as a tenant. Now, if we go back to insured loans it will 
mean that the only loans available under the Bankhead-Jones Act is 
to the owner-operator, when in the 14 agricultural States of the South, 
which have at the present time one- -half of the rural population of 
the United States, 54 percent of that total are tenant farmers. 

Now, if you are going to cut off the opportunity of the operator of 
the farm to construct a house for his tenant, and improve his living 
conditions, then we could not expect to improve that condition under 
the insured-loan program because under the Bankhead-Jones Act the 
only provisions made for insured loans is to the owner-operator. 

Mr. Brown. Without this law the borrowers could not have obtained 
money locally to buy these farms; is that right ? 

Mr. Jones. That is right, sir. 

Mr. Brown. That was the object of the law ? 

Mr. Jones. Yes, Mr. Brown. In 1949 we had made more loans for 
housing in the city of St. Louis, Mo., than we had loaned in all the 
lending programs for construction in the entire United States in the 
farm areas. 

Mr. Rarns. You have given a good record, Mr. Jones, of the direct 
loan for housing under what is now title V, but when did that record 
stop? They are not making any loans now, are they ? 

Mr. Jones. No, sir. The year before last there was no budget 
request because there was some doubt as to whether or not it would 
be extended. It was my understanding at the time that the administra- 
tion was reviewing its policy with respect to the operation of the 
Department of Agriculture, and refrained from making a request 
for the continuation for the rural-housing program. 

Subsequent to that time we extended title V, too late to get an 
appropriation item through the House and the Senate. 

Mr. Ratns. I believe you were present here in the committee the 
other day when I interrogated Mr. McLeaish, or Mr. Scott, with refer- 
ence to whether or not any budget request had been made for title V 4 

Do you know whether any budget request was made for any funds 
to operate this program ? 

Mr. Jones. It is my understanding that there is no budget request 
for direct loans for rural housing under title V of existing legislation. 

Mr. Ratns. Of course, all this committee could do is to authorize 
it. This committee cannot get the appropriation through, but if we 
authorize it and the administration makes no request for these funds, 
will we be able to get any housing under title V next year unless some 
budget request is made? 

Mr. Jones. We will not be able to get any housing under the terms 
of this title V unless the budget requests money to operate. 

Mr. Rarns. The insured-loan provision, which I interrogated Mr. 
Mcleaish about—do you have any figures on the success or failure 
of that feature of the Bankhead-Jones loan program and insured 
loans? What are they doing under that program 4 

Mr. Jones. As I testified earlier, the 5 years preceding the enact- 
ment of the Housing Act of 1949, they had only loaned $18 million. 

Mr. Rarns. I think we might as well point it out. If we are to get 
any homes for farmers, if we are going to treat farmers as we treat 
people in the cities we must put money in the title V program and 
make it move: is that correct ? 
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Mr. Jones. That is correct. It is already proven we are not going 
to get an extensive use of insured loans. 

Mr. Ratrns. This appears to me to be just another evidence of the 
farmer getting the butt end of the stick by this administration. I 
think that this committee and the administration ought to do its best 
to expand this program to the farmer, as well as for the other segments 
of our population. 

Mr. Sone, I think it is a very real problem in that we witnessed the 
greatest mass exodus of farmers from the farms that has ever occurred 
in the history of this country. 

Mr. Rarns. One of the causes for that is the lack of decent housing, 
isn’t it? 

Mr. Jones. Absolutely. 

You know when these children that ride the school bus go into the 
cities and to the towns and see the conveniences of a good home, then 
rural life becomes very distasteful, and rightly so, and they have 
yearnings to leave the farm. If we are going to use the instrument 
of Government to give new hope to farm people, it would seem to 
me that this would be one way to approach it. 

Mr. Ratns. We hear a great deal of talk nowadays and much con- 
cern of the administration about the small farmer—submarginal 
farmer, if you will. Without this title V housing being activated, is 
there any chance or hope for that type of farmer to get a decent house 
in which to live? 

Mr. Jones. I don’t think so. 

Here is the great difficulty with your insured-loan program. Take 
a farmer that comes to town. He goes down to the Farmers’ Home 
Administration and gets a certificate for the purpose of acquiring an 
insured loan. He takes it down to the First National Bank, and the 
banker tells him, he says, “Well, now, I am sorry, but we have got all 
that kind of paper that we can afford to take at the moment. You 
come back in about 3 months,” and the farmer says, “Well, do you 
know of anybody else that might be able to make this loan?” “Yes, 
the Aetna Insurance Co., down at the town 25 miles from here might 
be able to accommodate you,” and the farmer gets in his car and he 
drives off down there, and when he gets down there the Aetna decides 
they are not in the market. After all, they would rather buy port- 
folios of these big loans and they don’t like to make those kind of 
arrangements, and then the farmer walks out and wads his certificate 
up of eligibility, and throws it in the street, and says “To hell with it.” 

Now. a farmer is no lawyer. He does not understand the difficulties 
that such an enterprise involves, and for that reason it becomes a 
distasteful and an arduous job for him. 

Mr. Rartns. Mr. Jones. I have got an idea that I would like to ask 
you about : The chairman of this committee has told me that he expects 
to appoint me the chairman of a subcommittee to study the housing 
problems, and I would like for you to know that one of the major stud- 
ies of that committee is going to be rural housing—not just in the 
South, but throughout the United States, because I think that all 
the people recognize the justice of the statements you make, that the 
farmer is entitled to the same kind of consideration that we give to 
other people under other programs, and we ought to have facts to 
work it out broad enough to where it will be successful. I wondered 
about this type as an adjunct to title V direct loans. 
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One of the reasons a banker can’t make that loan is that he can’t 
make a loan beyond 10 years, if his is a national bank, and there are 
many other restrictions. If we had some kind of a certificate that a 
banker could take for 5 years, we will say, and that if he wanted to 
renew or rebuy that certificate at the end of that time he could con- 
tinue it for another 5 years and thus on and on until it became 25 or 
30 years, yet if he wanted to sell it we would have some secondary 
market at the end of these 5-year periods whereby he could dispose of 
that mortgage. 

I admit that is a little disjointed thinking, but do you believe there 
is any good to come from exploring that thought ? 

Mr. Jones. Yes. I think such an approach should be given serious 
consideration. I am not capable, or I don’t know enough about fi- 
nance to comment on that. 

Mr. Rarns. I was just thinking out loud. 

Mr. Brown. In a rural section usually the banks are small and 
they cannot make many loans of this type. 

Mr. Rains. That is right, and they can’t make them for long periods 
of time, of course. 

The Cuatrman. This is not a farm program entirely. This is a 
national program. If we don’t permit the farmer to live under decent 
conditions he may leave the farm. 

Mr. Jones. And is leaving. 

The CHatrmMan. We have to be fair. I know what would happen 
to the American economy if the farmers go on strike. I think the 
city people should realize that the farmer is just as important to 
them as their own local problems. 

Mr. Berrs. Mr. Chairman. 

The Cuarrman. Mr. Betts. 

Mr. Berrs. Do you have figures for Ohio? 

Mr. Jones. Yes, sir. 

In QOhio,. there have been 23 loans at $141,905. That is under 
section 502. 

Mr. Berrs. Twenty-three loans? 

Mr. Jones. Twenty-three loans, $141,905. 

Mr. Rarns. Is that the insured loans ? 

Mr. Jones. No, that is direct loans. 

Mr. Berts. That is what? 

Mr. Jones. Direct loans, not insured loans. 

Mr. Berrs. The reason I was interested was because of what Mr. 
Rains said. I am not particularly quarreling with your position here, 
but I come from a rural community and in the 5 years that I have 
been in the Congress—I will admit it doesn’t stack up with the rec- 
ord of some of the rest of you fellows—but never has there been a 
farmer come to me and make any statement at all with reference to 
Federal lending or insuring of loans. I have always found that the 
insurance companies and banks were quite active in our district in 
lending, and I say I come from quite a rural district. 

Mr. Ratrns. Mr. Betts, your situation is very comparable to some- 
body in the city of Washington, out in Spring Valley. They can 
handle their housing needs all right, but what about the fellow down 
back of the House Office Building? You see, in the South in many 
sections they are not like Ohio. 
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Mr. Berrs. That is what I am getting around to. Is this a sec- 
tional matter, or a national matter ¢ 

Mr. Jones. It isa national matter. 

Mr. Bervs. To carry on a little further, in our district with respect 
to the remark Mr. Rains said about the exodus of farmers, I think it 
is the opposite. There are many people in the city that are trying to 
buy up farms. 

Mr. Jones. The figures would not support that, Mr. Betts. We are 
losing populationwise every year. 

Iam sorry I don’t have the figures. 

Mr. Berrs. Has the Farm Bureau taken any stand on this? 

Mr. Jones. As far as I know, every farm organization in the United 
States has supported it. 

Mr. Berrs. I didn’t know that. 

Mr. Jones. Let me say this to you about the little difference between 
your farmers. I have visited your area. Your per capita income on 
the farm is much higher than it is in the area of the South. 

Mr. Berrs. That is the reason I asked the question. 

Mr. Jones. You must remember this: In the State of Alabama, 
where I come from, the per capita income of the head of the family 
or the farmer is $972, so that shows you the problem that is very real 
and very acute. 

Mr. Berrs. That is the reason I raised this question. I wasn’t try- 
ing to make a quarrel with anybody, but as far as our district is con- 
cerned I am sure most of them are well-to-do farmers and make more 
money than some lawyers do, as far as that is concerned. I never 
heard any request for Federal lending. That is the reason I felt 
maybe it was a sectional problem instead of a national problem. 

I am sympathetic to the position of the South, and I just wanted 
that straightened out. 

Mr. Jones. Just one second, and let me give you these figures. 

Mr. Berrs. Do you have the endorsement of the Farm Bureau or any 
farm organizations? 

Mr. Jones. Beg pardon, sir? 

Mr. Berrs. Did you have any endorsements of the Farm Bureau 
or farm organizations? 

Mr. Jones. Do I have documents in my possession showing their 
position? No,I don’t. Ithink they have 

Mr. Ratns. The resolution is favorable. 

Mr. Jones. They have a national platform. They have got about 
every subject you can imagine. It has always been included—the 
farmers, the Grange, the Farm Bureau, and the Farmers Union. 

I have never heard anything but they were in accord with the pro- 
gram. They may have some different views as far as the mechanics 
of the program, but the objective of the program is that they have al- 
ways supported it. 

I want to make one correction. I gave you a figure of 1 year in 
Ohio. 

Mr. Berts. You mean the 23 direct loans? 

Mr. Jones. The 23 direct loans was for the year 1954. Let me give 
them to you for 1951. 

In 1951 you got 60 loans of $277,000. In 1952 you got 41 loans 
of $183,000. In 1953, you got 40 loans of $195,190. 
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Mr. Berrs. How does that stack up with some of the other States? 
For instance, what was Alabama in 1953 ? 

Mr. Jones. Alabama, during that same period of 1951, made 223 
loans, for $1,159,359. 

Mr. Berrs. What was your 1954 figure ? 

Mr. Jones. In 1954, in Alabama, 199 loans at $1,149,000. In 1953, 
is 217 loans at $1,345,000, and 1954 was 177 at $199,000. Those were 
title 502 loans. 

Mr. Berrs. That isthe same as you just gave us for Ohio? 

Mr. Jonss. Yes, sir. 

Mr. Berrts. That is all, Mr. Chairman. 

The Cuatrman. When did they cease making direct loans? 

Mr. Jones. I think the last loan was made about November of 1953, 
somewhere along there. 

The Cuatrman. Have there been any requests for funds since that 
time ? 

Mr. Jones. No, sir. So far as I know, there has been no request. 
If there has been I did not know about it. 

The Cuatrman. They could have made them if they had asked 
for the money. They could have gotten an appropriation, couldn’t 
they ? 

Mr. Jones. They never requested an appropriation. 

The CuatrmMan. How did the direct loans compare with the insured 
loans during the time that direct loans were being made ? 

Mr. Jones. Well, offhand, I would say about 7 or to 1. 

Let me explain another thing about direct loans under title V. 
When that loan is established with a farmer, then he must engage in 
the type of farm practices that would most likely insure his economic 
growth to where he could repay the debt, and the debt service is al- 
ways being carried out with the Farmers’ Home Administration, so 
the debt is being serviced constantly, and the farming methods of 
which the farmed is engaged is constantly being improved. 

Mr. Ratns. What you are saying is that better homes make them 
better farmers? 

Mr. Jones. Yes, and he gets counsel continuously through the local 
representative of the Farmers’ Home Administration. Once it be- 
comes an insured loan he does not give him that counsel and debt 
service that the county committee gives to direct borrowers. 

The Coamrman. Why did the program bog down? 

Mr. Jones. Why was it? 

The Cuarrman. Yes. 

Mr. Jones. I can only surmise, Mr. Chairman; I presume Mr. 
McLeaish is opposed to direct loans. 

Now, as I understood it 

Mr. Rarns. I think the record would show, Mr. Jones, that Mr. 
McLeaish the other day—I believe I am correct, and the record will 
show, said they prepared the request. I got the idea from his state- 
ment that the Department of Agriculture did not make the request 
for the funds. 

Mr. Jones. Maybe his reason was similar to the same reason the 
Secretary used about the disaster loans. 

Mr. Chairman, let me again thank you for the opportunity of ap- 
pearing before the committee. 
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The CHarrman. I think you have persuaded the committee several 
times. But you might exert your persuasive influence on some other 
branch of the Government. 

Mr. Jongs. If I could be persuasive I would be at it. 

Mr. Hiesranp. Mr. Chairman. 

The Cuarrman. Mr. Hiestand. 

Mr. Hiestanp. Before Mr. Jones is excused, may I ask him if he 
has the California figures ¢ 

Mr. Jongs. Yes, sir. 

Mr. Hiestanp. Just for 1954. 

Mr. Jones. In 1950, California had 128 loans at $672,880; in 1951, 
118 loans at $802,708; in 1952, 91 loans of $532,778; in 1953, 60 loans 
of $470,000; 1954, 60 loans at $536,000. 

Mr. Hiestanp. You don’t have any supporting data underneath that 
as to localities? It isan awfully big State. 

Mr. Jonxs. No, sir; I do not have any figures showing the geo- 
graphical distribution of the loans. 

Mr. Hiesranp. There is one valley there in which I am very much 
interested, and they have had some kind of a problem you mentioned. 
I thought you could tell me. 

Mr. Berrs. If the gentleman will yield, the figures you have given 
us on the three States of Ohio, Alabama, and California indicate that 
the number of loans have decreased each year ; is that right ? 

Mr. Joners. Yes, sir; it has decreased because we didn’t have the 
direct loans in the last 2 years, and they will decrease further. 

Mr. Berrs. You went back to 1950, didn’t you ¢ 

Mr. Jones. Yes. That was the first year. 

Mr. Berrs. Since then it has decreased each year ? 


Mr. Jones. They decreased when they discontinued making direct 
loans. 


Mr. Berrs. When was that? 

Mr. Jones. In 1953, the latter part of 1953. 

Mr. Berts. As I recall it, the figures you gave for California indi- 
cated a decrease even before then. 

Mr. Jones. The consistency of the figures vary in years and in 
States. 

Mr. Betts. I think that was true in Ohio, too. 

Mr. Rains. You meant the overall loans did not decrease year by 
year; you are talking about the overall figure when you say they did 
not decrease ? 

Mr. Jones. What happened was that after this bill was passed in 
1950, when the Housing Act became effective, loans were being made 
in less than 3 months’ time. The first year there was not a great 
number of loans, but the second year they began to accelerate and con- 
tinued in the total amount of loan applicants each year until the fall 
of 1953, when there was a decline in the amount of loans, due to the 
fact that they were not making direct loans and making insured loans. 

Mr. Rarns. The truth was there was never enough appropriation to 
take care of the direct loans, was there ? 

Mr. Jones. Not on direct loans. Of course, we had an open end 
authorization for insured loans under the Bankhead-Jones Act. 

Mr. Ratns. I am talking about direct loans. 

Mr. Jones. In 5 years’ time preceding the enactment of the housing 
loan of 1949, had loaned $18 million. 
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Mr. Rains. On direct loans the applications were always many more 
than there was funds? i 

Mr. Jones. That was the principal reason that you all wrote the 
title V into the Housing Act, and once it became established with 
the farmers then it became a very useful and widely employed lending : 
agency to construct farm homes and outbuildings and water systems 
and various other types of buildings used on the farms. 

The Cuarrman. If there are no further questions, we are glad to 
have your views. 

Mr. Jones. Thank you very much, Mr. Chairman. { 

Mr. Brown. I think you made a very excellent statement, Mr. Jones. 

Mr. Jones. Thank you, Mr. Chairman, and Mr. Brown. 

The Cuatrman. Mr. Clerk? 
Mr. Hattanan. The next is Hon. Barratt O’Hara, of Illinois. 















STATEMENT OF HON. BARRATT 0’HARA, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ILLINOIS 


Mr. O’Hara. I am Barratt O’Hara, of the Second District of Ili- 
nois. 

Mr. Chairman and my colleagues on the committee, in view of the 
hour and the fact that we have others of our colleagues here, I do 
not intend to talk at much length; asking permission to follow my 
remarks with the insertion of a formal statement. 

The Cnarmrman. You may proceed as you please, sir. 

Mr. O'Hara. Mr. Chairman, I introduced H. R. 3919 and companion 
bills were introduced by a number of our colleagues, present mem- 
bers of this committee, with the exception of Mr. Dollinger of New 
York, who is a former distinguished member of the committee. 

I am happy to remark that among the sponsors of this legislation 
proposed to give adequate housing to our senior citizens are the Con- 
gresswomen, who contribute beauty and grace as well as intellect to 
our committee deliberations—Mrs. Buchanan, Mrs. Sullivan, and Mrs. 
Griffiths. Mr. Patman, Mr. Rains, Mr. Multer, Mr. Dollinger, Mr. 
Ashley, Mr. Barrett, Mr. Davidson, Mr. Reuss, and Mr. Vanik are the 
other cosponsors. We are interested in equal degree in providing 
proper and congenial housing to the increasing numbers of our aging 
men and women. 

The bill provides: (a) A change of definition of low-rent housing to 
including housing for elderly persons, including single persons, other- 
wise ineligible, the present law providing for families only. 

(b) A new section 32 to the act, which provides that the Public 
Housing Commission may make loans to public-housing agencies to 
assist the development, acquisition, or administration of low-rent hous- 
ing projects, reserved for occupancy by elderly persons. 

(c) Annual contributions to public-housing agencies, to assist in 
achieving and maintaining the low rent character of housing projects 
which are reserved for occupancy by elderly persons. 

(7) It makes existing low-rent housing projects available to such 
elderly persons. : 

(e) It authorizes the Commissioner, with the approval of the Presi- 
dent, to enter into contracts for annual contributions aggregating not 

more than $3 million per annum, which shall be in addition to the con 
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tracts for annual contributions now authorized by law, in the fiscal 
year 1956, and in each of the 4 succeeding years. 

(7) Under the provisions of this bill the Commissioner may author- 
ize the commencement of construction of an additional 50,000 units, in 
addition to units now authorized by the United States Housing Act, 
in the fiscal year 1956, and each of the 4 succeeding fiscal years. 

Mr. Tatts. Mr. Chairman. 

The Cnatrman. Dr. Talle. 

Mr. Tate. I want to assure the witness that my leaving now is not 
intended as a discourtesy tohim. The full committee of the Joint Com- 
mittee on the Economic Report meets at 11:30, and it is necessary for 
me to be there. 

Mr. O'Hara. Most of my observations I will include in my formal 
statement, but I do want to say to the members of the committee here 
that from all over the Nation has come a response to the news of the 
introduction of this measure that is an index of great popular interest 
and of the national need. 

The number of our aged people, as we all know, has been rapidly 
increasing, and with the increase in the elderly population is coming 
an intensifying of the need for housing. The elderly people are the 
discriminated class, partly because, under our present laws and mort- 
gage practices, they are practically ineligible for mortgage commit- 
ments. Mortgages are made on the income expectancy of the families 
occupying the housing units, and, of course, when one hus gone into 
the evening of life, and there are not many years ahead, and there is 
not too much assurance of a continuing income aside from small pen- 
sions and retirement payments for a period as long as the mortgages 
extend, it is impossible for one in that group to get a mortgage. 

I have here, Mr. Chairman and gentlemen of the committee, letters 
from mayors, from civic groups, from individuals, from at least half 
of the States of the Union, and all of these letters reflect the sense that 
something must be done to meet this housing need for the elders, and 
I do hope that this committee, of which I am greatly honored to be a 
member, will include in the housing bill of 1955 a provision for these 
elderly people along the general lines of H. R. 3919 and the companion 
bills of my colleagues. 

Thank you, Mr. Chairman. And may I have permission to extend 
my remarks and insert the formal statement ? 

The Cuarrman. You may have permission to put anything you 
desire into the record. 

(The statement referred to is as follows :) 


STATEMENT OF BARRATT O’HARA, REPRESENTATIVE FROM THE 2D DISTRICT OF 
ILLINOIS 


Mr. Chairman, my colleagues on the Banking and Currency Committee, in 
three Congresses I have been privileged to work with you and under the inspira- 
tion of association with those closest to the housing problems of the country be- 
cause jurisdiction in that field of legislation invested in this committee. I know 
how earnestly you have labored and how sincere is your wish and how uncom- 
promising your determination to find at last a housing program that will bring 
decent dwelling within the means of all our people. 

It is a token of your earnestness that at this session of the 84th Congress you 
have sought and received the sanction of the House for a subcommittee thoroughly 
to investigate every phase of housing, to extend its inquiry nationwide, and to 
report back its findings and its recommendations. 
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There has been in this committee differences of opinion as to proper proce- 
dures and the advisability of various suggested approaches to a solution of the 
housing problem. But whatever our differences in this regard, the common goal 
of our desire and our expectation has been ultimately a program that will assure 
comfortable housing to every segment of our population. 

It is with a keen sense that I am speaking to sympathetic ears that I lay before 
you the case of our senior citizens, the aging men and women whose means are 
limited to small pensions and retirement payments and who are entirely unpro- 
vided for in the present housing program. I hope and pray that a start will be 
made at this session of the 84th Congress on a program including them. The 
fact that 12 of the members of this committee have introduced an identical bill 
for this purpose speaks for itself. The other body has made provision for 
housing for the elderly, not on the broader lines we envision, but at least a start 
in recognizing and meeting in some measure an acute need on the part of senior 
citizens, the widows, the widowers, the unmarried as well as the elderly couples. 
With the bill now before this committee having been jointly introduced by 12 
members of this committee it is not to be expected that on this side of the 
Capitol we will do less than was done on the other side. I am sure my co- 
sponsors of the bill join with me in the hope that we will do much more. 


ECONOMIC STATUS OF OLDER PEOPLE 


Very few of the aged can qualify for new housing suited to their needs under 
section 203. Very little of the recent rental housing construction has been within 
the reach of more than a fraction of the aging, because their incomes are rela- 
tively low particularly after retirement. 

Of persons, aged 65 or over, living alone or with nonrelatives, 76.5 percent 
have incomes under $999: 12.9 percent under $1,999; 5.3 percent, under $3,999. 
(Bureau of Census Population Reports Consumer Income. ) 

The median income of a family headed by a person 65 years old or over was 
$1,903 in 1950. These estimates ranged from $1,602 in New Orelans to $1,908 in 
Milwaukee. In this bracket 14.7 percent had an annual family income under 
$500 per year; 15 percent ranged from $500 to $999; 12.6 percent, $1,000 to $1,499 ; 
8.6 percent, $1,500—-$1,999 ; 8.8 percent, $2,000—2,499 per year. In this same year 
(1950) it was estimated that a modest level of living for an aged couple, pro- 
viding the goods and services necessary to maintain health and allow normal 
participation in community life required somewhere between $1,700 and $1,900 
depending on the locale. In other words, according to this estimate, almost 50 
percent of our aging couples were living upon a substandard income in 1950. 
Since then rents and cost of living both have increased appreciably, pensions have 
not. The conclusion is an obvious one. Far from being accused of pampering its 
elder citizens, American society up to now has been callous in its attitude. Elder 
citizens are thrown upon the mercy of people whose sole interest is in securing 
the highest possible return upon their investment in housing, a motive which is 
not reprehensible in itself but whose effect is to force a large percentage of 
our elder citizens to drag out their last days in dreary, substandard, yes and 
squalid, surroundings. 

AGED POPULATION INCREASES 


As medical science improves we have more and more older people among us. 
They are no longer part of large family units. A shocking number of them lead 
lonely and frustrated lives in houses that are too large for them and are dilapi- 
dated. These people, who once served active and useful lives in their communi- 
ties, are dependent for income on small savings, inadequate pensions, and on 
their families. They now have no place to turn for suitable modern housing. 
Many who wish to pass the remaining years in continuing independence in their 
own homes are forced to live with children and grandchildren, welcome and 
beloved it is true but nevertheless in the status of charity guests. 

The bill we have introduced envisions homes for the aging and aged within 
their finacial means and located in or near the communities in which their chil- 
dren and friends reside and dear to them from the memories of past associations. 

Many of the aged are living in oversized units or in dilapidated units. <A spe- 
cial study prepared by the Bureau of the Census in agreement with the Division 
of Housing Research of the Housing and Home Finance Agency shows that only 
66.4 percent of the aged were living in housing in 1950 which had private toilet, 
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bath, and hot running water. By contract 72 percent of those persons under 65 
years of age live in houses having private toilet, bath, and hot running water. 

Eleven and three-tenths percent of the aged do have private toilets, bath, and 
cold running water, but most of them live in a dilapidated house. Twelve and 
eight-tenths percent of the aged had running water but no private toilet or bath 
and 8.4 percent did not even have running water available to them. In addition, 
they find that their property continually depreciates and that they are not able 
to keep it in repair because of physical and financial reasons. 

Not only do the aged live in dilapidated units, but usually they occupy oversize 
units as well. Fifty-eight percent of the aged live in houses involving 5 or more 
rooms although they have smaller families than households headed by persons 
under age 65. 

FEELING OF INSECURITY 


The aged often experience a feeling of extreme insecurity, not because of inade- 
quate income but because they live alone. They fear the possibility of a fall or 
an illness with no one to notice their illness of their failure to appear at meal- 
times. As a result they lead lonely and frustrated lives. Because their families 
are grown and no longer dependent upon them, they often have a feeling of use- 
lessness as well which makes life hardly worth living for them. They desire 
companionship; they desire a feeling of being needed; they wish security in a 
psychological sense just as much as in an economic sense. This is not possible 
unless they are housed decently. 

Unhappily for them the commercial market provides practically no opportunity 
to secure adequate housing. The reason for the lack of housing for the aged in 
the commercial market is not hard to understand. The aged are relatively ques- 
tionable as a mortgage risk. Hence, there is usually a large downpayment re- 
quired of them, and the only mortgage given them is a relatively short-term mort- 
gage, with resulting high monthly payments. The consequence of all this is that 
only the well-to-do aged can easily qualify for a new house in the open market. 

From the landlord’s standpoint, many are doubtful about renting to the aged 
because they fear the aged may become ill and be unable to pay their bills; or 
the aged may require expensive medical care. He fears that they may become 
a very real burden upon him and require more and more of his attention. 


FROM BUILDERS’ STANDPOINT 


From the builder’s standpoint, the market has been so good for housing for 
young families for the last 10 to 15 years that he has kept busy building homes 
for them. He has not thought to cultivate the market for housing among the 
aged. From the standpoint of rental housing, speculative builders have managed 
to do very well building for the young bachelor person, the young married couple, 
and the childless couple. Why should they undertake the risk involved in build- 
ing rental units for the aged? 

Neither have investors such as insurance companies, thought to cater to this 
market. The aged are certainly not likely to develop organizations through 
which they can provide housing for themselves. No case of consumer coopera- 
tives, for example composed of the aging has ever been called to my attention. 
The likelihood that older persons will organize a new corporation to build hous- 
ing for themselves on any general basis is very small. 

Older people need low-rental housing especially designed to meet their special 
limitations and needs. Federally financed public housing, however, has not been 
generally available to them because the law states that such housing may be 
used only for family occupancy. Administrators, knowing that one member of 
an older couple may die soon, have been unwilling to accept older families. 

State financed public housing in New York, it is true, has set aside 5 percent 
of all new housing for individuals 65 years and over, without reference to their 
family status. Massachusetts recently established a loan fund of $15 million 
which is available to local housing authorities to build low-rental housing for 
the low-income group aged 65 and over. Already 23 communities have provided 
plans and have applied for these funds. Efforts of these kinds are so limited, 
however, that they do not begin to meet the need. 

A program of federally financed public housing for the aged as provided in 
the bill is the only solution for the aged with low incomes. 
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CONCERN IS NATIONWIDE 


Mr. Chairman, the concern throughout the Nation over the inability of our 
elderly people to find adequate housing is shown in every quarter. In a recent 
article reprinted and distributed by the Chase National Bank of New York 
John S. Linen, vice president of that bank, one of the largest in the country, said: 
“Changes in the structure of our population have occurred which present 
problems, particularly in our larger population centers. With many individuals 
being retired at the age of 65 and therefore having to exist on a substantially 
reduced income, it is interesting to note that the proportion of persons over 65 
years of age comprised under 3 percent of the population in 1850, but was 8 per- 
cent of the population in 1950. 

“Thus, the purpose served by the low-rent housing program meets a variety of 
needs and deals with different segments of our population groups in constructive 
and useful ways.” 

Here are a few of the many letters received following the introduction of 
H. R. 3919 and companion bills: 


FROM NEWARK, N. J. 


My Dear Mr. O'Hara: We, the members of the Essex County Council of 
Jewish Older Adults, wish to express our commendation and support for your 
bill, H. R. 3919, which deals specifically with a Federal housing program for 
elderly people of low income. 

We are greatly encouraged and heartened by your recognition of the tremen- 
dous need of older people for adequate low-cost housing. Further, your provi- 
sion for the inclusion of single older people in the housing program will correct 
an inequity in the Federal Housing Act of 1937, which has long worked a hard- 
ship on large numbers of older people. 

A number of other community organizations have expressed an interest in the 
problem of low-cost housing for older people, and we should greatly appreciate 
your suggestions and counsel as to how we can build up public support for your 
bill. 

It would also be most helpful to know whether a favorable report has been 
received from the Housing and Home Finance Agency on your bill and when the 
bill is scheduled for action by the House Banking and Currency Committee. 

If action has already taken place in this committee, we should appreciate your 
letting us know which housing bill or bills were reported out favorably and 
where the bills are now. We should also like to have several copies of H. R. 3919. 

Thank you for your interest and attention. 

Sincerely yours, 
SoPpHigE ENGEL 
Mrs. Joseph Engel, 
Secretary, Essex County Council of Jewish Older Adults. 


FROM PHILADELPHIA 


DEAR CONGRESSMAN O’HARA: I am delighted to find that you introduced a 
bill in Congress providing for public low-rent housing for older persons. The 
Philadelphia Housing Association’s Committee on Housing for the Aged, of which 
I am the chairman, has been reviewing over the last year the housing problems 
of older people and has come to the conclusion that the most important obstacle 
to decent housing for older people is the gap between the cost of adequate 
housing and the ability of older persons to pay for it. 

We felt that the exclusion of single persons and groups of unrelated persons 
from public housing worked to the disadvantage of older persons, many of whom 
are not members of family groups. We have been recommending that public 
housing presently existing, under construction, or in the planning stage, be made 
available to single older persons. Making this recommendation, however, we 
were aware that because of the small overall supply of public housing, admission 
of single older persons would solve the problem for only relatively few of those 
actually in need of better housing. We were also aware that the admission of 
more older persons would reduce the supply available to other groups equally 
in need, particularly the large families. Moreover, existing public housing is 
not specifically designed for older people. 
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We believe that an annual expenditure of $3 million a year is a small price 
indeed for the American people to pay for decent housing for its older citizens. 
Moreover, we think that this sum will repay itself many times by lessened need 
for institutional and hospital facilities. 

For all of these reasons, we heartily applaud and endorse the introduction of 
legislation designed to produce good and cheap housing for the elderly which 
would not curtail the supply available to other groups. 

Sincerely yours, 
ELLA FI’. HARRIS, 
Chairman, Committee on Housing for the Aged 
of the Philadelphia Housing Association. 


FROM CINCINNATI 


DEAR CONGRESSMAN O’Hara: Here in Cincinnati we have a joint committee 
on housing for the aging, composed of representatives from the Better Housing 
League and the Community Council on Aging. This committee is trying to do 
something in the neglected field of improving housing for elderly people. 

Mr. Lee Johnson, in his membership newsletter of March 9, 1955, speaks with 
praise about your bill, H. R. 3919, to provide housing of elderly persons at low 
income. 

Would it be possible for you to make available to our committee one or more 
copies of this bill? If you have a supply, I would like to request 14 copies, but 
would be happy to receive just 1 copy. 

Thank you for your cooperation. 

Sincerely, 
BENJAMIN P, GROVES, 
Executive Secretary, Better Housing League 
of Cincinnati and Hamilton County. 


FROM SAN ANTONIO 


DEAR CONGRESSMAN O’HARA: I read with keen interest and deep gratitude of 
your understanding of the needs of the aged, expressed through the introduction 
of your bill H. R. 3919. Those of us who have been in public housing for years 
are daily faced with a serious lack of facilities for our aging citizens, particularly 
those who live on Our meager monthly grants. Daily we turn away from the 
imploring eyes of the single aged person living perhaps in a garage or dark hall 
bedroom and eager for a small private abode where there is cleanliness and air 
and heat and even, maybe a small plot for flowers. Our existing public housing 
was constructed for families and therefore our smallest units (three and a half 
rooms) are considered too large for the single occupant. Personally, I would 
rather be a little extravagant spacewise than extravagant in contributing to 
the continuation of misery and ill health. Better, however, would be the lifting 
of public housing construction restrictions for relocation only and permitting 
local housing authorities to immediately construct small units and have the law 
lift the restriction on single occupants. 

Without question, large groups countrywide will support your efforts and we 
sincerely hope they will meet with success. We now have some 300 aged couples 
here in San Antonio. Their happy faces shining through the wrinkles is a joy 
only offset by the dejection and complete futility that overcomes our aged 
individuals as they seek shelter from us and are rejected. 

May your work be fruitful. 

Sincerely, 
Marte ©. McGuire, 
Executive Director, Housing Authority of the City of San Antonio. 


FROM CHICAGO 


DEAR CoNGRESSMAN O’Hara: As chairman of the planning committee for the 
aged of the Welfare Council of Metropolitan Chicago, I should like to take this 
opportunity to express the thanks of my committee and my own personal grati- 
tude to you for your sponsorship of H. R. 3919. 

It is, unfortunately, true that elderly persons are more likely to be alone than 
to qualify in Federal housing projects as a family. The need for low-rent housing 
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for single persons in Federal housing projects is desperate and you are to he 
congratulated for having recognized it and taken action. 
Sincerely yours, 
Louis P. HALLER. 
FROM THE MAYOR OF ST. LOUIS 


Letter sent by Mayor Ray Tucker, of St. Louis, Mo., to all Members of the 
Congress from Missouri: 


My Dear SENATOR: It is my understanding that the Honorable Barratt O’Hara, 
Democrat, of Illinois, has introduced H. R. 3919 to establish a Federal program 
of housing for elderly persons of low income. As I understand it, Mr. O’Hara’s 
bill would provide public housing for elderly single persons, as well as couples, 
designed specifically for their needs. Further, the bill provides that the Com- 
missioner of the Public Housing Administration may authorize construction of 
not to exceed 50,000 such dwelling units in the fiscal year of 1956, and in each of 
the 4 succeeding fiscal years. It would also give the Commissioner the right to 
approve the remodeling of existing projects in an area where the need for homes 
for elderly persons of low income is established. 

I thought that I would call the bill particularly to your attention since there is 
a pressing need for this type of construction in the city of St. Louis. I am com- 
pletely in agreement with the intent behind the bill and I would appreciate your 
cooperation and assistance in securing and expediting approval of the enabling 
legislation, as well as any related appropriations that may be involved. 

Sincerely, 
Ray TUCKER, 
Mayor. 
FROM SAN FRANCISCO 


Telegram from Charles De Limur, president of the San Francisco Center for 
the Blind, reads: 

“We are vitally interested in the House bill we understand you are introducing 
which provides for public housing for elderly citizens. Our single blind who are 
excluded from admission to public housing desperately need such facilities. We 
assure you of our heartiest support and any possible assistance.” 


FROM THE FRATERNAL ORDER OF EAGLES 


In June of 1954 I extended my remarks in the Congressional Record to note 
the interest of the Fraternal Order of Eagles in housing for the aged. I under- 
stand now that this great fraternal order, responding to the efforts of Alfred 
O’Connor, a distinguished Chicago attorney, is most active in reflecting the 
national demand that no time be lost by the Federal Government in providing 
housing for senior citizens. The extension of my remarks in the Congressional 
Record of July 15, 1954 (p. A5106) follows: 

Mr. O’Hara of Illinois. Mr. Speaker, when the Congress reconvenes next Jan- 
uary I intend, if returned by my constituents in the Second District of Illinois, 
to introduce a bill for Federal aid in the construction of old-age rest homes. 
I am giving notice of my intention now in the hope that my colleagues on both 
sides of the aisle during the intervening months will give serious thought to 
perfecting a program of public housing for the aged that will meet with universal 
acclaim. I invite my colleagues to join in sponsoring the legislative measure 
pointing such a program. 

The housing shortage and the resultant high rentals are harshly severe on 
retired men and women trying to exist on small pensions, annuities, and assist- 
ance grants. The number of persons 65 and over is rapidly increasing. Present 
housing conditions, with few homes available with sufficient rooms, are mak- 
ing it more and more difficult for children in their prime to give comfortable 
shelter to aged parents. It is a field in which the Federal Government should 
be immediately active, taking up the good work already starting in a few States 
on 2 local level. 

The program envisions a certain, and I hope it will be an adequate number of 
new units of public housing especially built and maintained for the aged. This 
will be separate and apart from the present public housing program, which 
it will augment and with which it will not be in conflict. 

It is my thought that the units should be convenient to the communities holding 
sentimental attraction to the occupants and in which their families and friends 
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reside. The planning of the homes would provide the maximum of safety and 
the minimum of requirement for climbing and other physical exertion. 

In the two Congresses of which I have been a Member I have served on the 
Bauking and Currency Committee. During the 4 years covered by my congres- 
sional service I have lived with the housing problem which, as the Members know, 
is in the jurisdiction of that committee. I have been distressed that greater 
progress has not been made. Unfortunately, the housing shortage and the 
inability to put comfortable roofs within the financial reach of many of our 
people remains America’s No. 1 domestic problem. I shall continue to devote 
myself to the task of aiding in achieving a sound solution to that problem. I 
bespeak your hearty cooperation on the phase relating to the housing of the 
aged. I hope and pray that on that phase there be complete unanimity. 

By unanimous consent, I am extending my remarks to include the following 
article from the Daily Calumet: 

“Attorney Alfred O’Connor, of South Chicago, has made public the text of a 
resolution calling on Federal, State, and local governments to provide old age 
rest homes for America’s elderly citizens. The resolution was adopted at the 
recent State convention of the Fraternal Order of Eagles. 

“South Chicago Aerie, No. 1358, of which O’Connor is a member of many years’ 
standing, first adopted the resolution. Later it was approved by the northeast 
district of the lodge. O’Connor now plans to present the document at the national 
convention. 

“*The Eagles fostered old-age social-security pensions which are now law,’ 
O’Connor said. ‘We now seek to provide housing facilities for the elderly folks 
of America—within their means to pay for their own maintenance and support 
in healthy, fireproof homes.’ 

“Here is the text of the Eagle resolution sponsored by Mr. O’Connor: 

“*Whereas there are old-age rest homes maintained and operated in various 
parts of the country in many cities, towns, and villages throughout the United 
States wherein elderly men and women who receive old-age assistance or are 
living on a pension or other modest income are required to seek a place of resi- 
dence where they do not have room to live with their children due to present 
crowded housing situations throughout the country ; and 

“*Whereas many of the present old-age rest homes are practically boarding- 
houses and are virtual firetraps and many of them have burned down, killing 
their elderly occupants and which are unsafe and not fireproof; and 

““*Whereas many of the present privately operated old-age rest homes charge 
large and exorbitant fees from $100, $150, and $200 per month, and in many 
eases their charges are so exorbitant that even the sons and daughters are 
desirous of assisting their parents financially, they are unable to do so; and 

“*Whereas many of the men and women who desire to live in decent housing 
may need nursing or medical care from time to time and the money they receive 
from pensions or social security or other modest income is not sufficient to enable 
them to secure proper living quarters wherein they could pay their board, room, 
and maintenance on money they are reeciving from such sources ; and 

“*Whereas there is a housing shortage in the United States and the Govern- 
ment * * * has done nothing to enable our elderly men and women of America 
find clean, healthy, safe homes in which to spend their declining years and there 
is a dire need to furnish old-age rest homes and to construct public housing or to 
construct old-age rest homes in various parts of the large cities where elderly 
men and women could live in the communities and neighborhoods wherein they 
have spent their lives and there is need of construction of such housing as old- 
age rest homes, and * * * : Therefore, be it 

“ “Resolved, That the Fraternal Order of Eagles urge the Federal, State, and 
local governments to establish old-age rest homes throughout the various cities, 
communities, and villages of America to be owned, maintained, or operated by 
the Federal, State, and local governments to furnish housing facilities and safe, 
healthy, and clean living quarters under the care, maintenance, management, and 
supervision of the Federal, State, and local governments and they be urged to 
pass legislation for the construction, maintenance, and operation of old-age rest 
homes throughout the United States of America and in various communities of 
our large cities, towns, and villages to enable the elderly men and women of 
America of modest means to have clean, healthy, and safe housing facilities and 
homes in which they can spend their declining years, within their means and 
ability to pay for their own care and maintenance; be it further 

“‘*Pesolved, That the State convention of the Fraternal Order of Eagles be 
urged to pass a fitting resolution for said purpose and the Grand Aerie conven- 
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tion of the Fraternal Order of Eagles at their next annual convention be urged 
to pass a resolution in favor of construction of old-age rest homes and requesting 
Federal, State, and local governments to cooperate in accomplishing said pur- 
pose by appropriating proper funds and passing legislation for the purpose of 


accomplishing such housing facilities.’ ” 

The Cuarrman. We are glad to have your views. I am sure we will 
consider them when we go into executive session. 

Mr. O'Hara. Thank you, Mr. Chairman. 

The CuarrMan. Call the next witness, Mr. Clerk. 

Mr. Hatianan. The Honorable Jack Westland, of Washington. 

Mr. Vanix. Mr. Chairman, before this next witness testifies, could 
I simply read into the record that I would like to reserve any right to 
extend my remarks in the record at this point in support of the legisla- 
tion introduced by my colleague ? 

The CHamman. You may insert your remarks at this point in the 
record. 

(The following statement was submitted by Mr. Vanik :) 


STATEMENT OF CHARLES A. VANIK, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OHIO 


Mr. Vanik. Mr. Chairman and members of the Banking and Cur- 
rency Committee, it is my urgent hope that in enacting the housing 
bill of 1955 we take in consideration the serious problem of housing 
for the aged. With the increase in the life span of our citizens made 
possible by reason of medical progress and the development of our 
culture, it is time that we recognize the need for taking care of the 


senior citizens of our community so that they can retire and live in 
dignity as people who have made a great contribution to the economic 
and cultural development of our society. 

I am pleased in joining with 12 other members of this committee 
who have sponsored the proposals of Congressman Barratt O'Hara of 
Illinois in supporting this meritorious legislation to provide housing 
for the aged. Under section 203 of our Housing Act, very few senior 
citizens can qualify for new housing. Furthermore, practically no 
new housing has been constructed to be within the reach of their low 
incomes. 

In recognizing the housing problem of our senior citizens, we must 
pay particular attention to the fact that most of them have income 
levels which are at a low plateau and that inevitably the family unit 
faces a reduction in its members leaving one or the other a widow or 
widower. 

A community investment in housing for our senior citizens is an 
investment in ourselves, for their security is our security. Their needs 
are not many and their gratitude will be the most satisfying compen- 
sation the American taxpayer has ever received. 

The average annual income of our senior citizens is between $1,000 
and $2,000. We must take steps in our housing program to provide 
housing for this very important segment of our population so that the 
closing years of American life are as sheltered as we seek to make 
the early years of our citizens. There is no program of thrift or se- 
curity which can guarantee dignified retirement. For those who have 
tried but have fallen short, we must establish a minimum decent stand- 
ard of living and standard of housing which will insure a level of 
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decent living below which we will permit no one to live, and the im- 
provement of which we must always seek to bring about. 

The Cleveland Metropolitan Housing Administration will soon open 
an extension to the Cedar-Central housing project in which a large 
section has been specifically designed for use by senior citizens. It is 
a pilot model of one way we can better house our older fellow citizens 
of modest means. It is worthwhile program which certainly deserves 
expansion. 

Mrs. Bucnanan. Mr. Chairman, may I also have the right to ex- 
tend my remarks in the record at this point ? 

The Cuatrman. All right, Mrs. Buchanan. 


STATEMENT OF HON. VERA BUCHANAN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mrs. Bucuanan. Mr. Chairman, I should like to say a few words 
in support of H. R. 3919, the bill introduced by my colleague, Con- 
gressman Q’Hara, to establish a program for the housing of elderly 
persons of low income. As Congressman O’Hara has pointed out, I 
have introduced a companion bill to this legislation. 

The present low-rent public-housing program has no provisions 
recognizing the special housing problems facing the increasing num- 
ber of elderly persons of low income. 

There are now over 14 million persons in this country over 65 years 
of age and their number is growing at the rate of 400,000 per year. 
This aging population is living in oversized units, in homes that are 
too large and, in many cases, run down. Their dilapidation, the pro- 
portion of the aging population living without such things as plumb- 
ing, running water, and that sort of thing, is much higher than for 
the average population. And as a result they need homes which are 
peculiarly suited to their needs. 

A study completed last year showed that in 1950 only some 3 per- 
cent of the aged population were in institutions, indicating very 
clearly that most of them desire housing which will preserve their 
independence. ' 

It is with this 97 percent of the aged who still have some form of 
independence that we are concerned. Some of this group own or rent 
adequate homes. Some live with members of their families or other 
relatives, sometimes happily; sometimes not so happily. Some rent 
and some own homes that are old, too large, and rundown. But many 
are renting quarters that are not only too expensive but also already 
slums. 

This feeling of independence on the part of our senior citizens is 
a terribly important and precious thing to them, and housing has much 
to do with the preservation or destruction of their independence. 

I am happy to see that the Housing Act amendments of 1955 re- 
ported by the Senate Banking and Currency Committee contain 
special provisions designed to assist in meeting the housing problems 
of elderly persons of low incomes. I know that Congressman O’Hara 
has received a great expression of interest in his legislation from all 
over the country and I sincerely hope the committee will include its 
provisions in the bill to be reported. 
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Mr. O’Hara. Mr. Chairman, may the other members of the com- 
mittee, many of whom have sponsored this bill, have the right, if they 
desire, to extend their remarks at this point in the record ? 

The CuarrmMan. Without objection, they all have the right to ex- 
tend their remarks at this point. 

You may proceed, Mr. Westland. 


STATEMENT OF HON. JACK WESTLAND, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WASHINGTON 


Mr. Westianp. Mr. Chairman, committee members, I have a pre- 
pared statement here which I have submitted, but in view of the fact 
that the gentleman from Illinois just spoke on the same subject that 
I would like to talk about I would ask permission to speak extempo- 
raneously on my bill. 

This bill is H. R. 3718, which would provide for housing for elderly 
people. My bill doesn’t go as far as the bill of the gentleman from 
Illinois, but it varies in 1 or 2 respects. 

For example, I define what an elderly single person is. I limit it 
to age 60, where, I believe, under the bill from the gentleman from 
Illinois, a single person of any age would be eligible. 

I also have in this bill that a single person could not prevent a 
family from occupying a part of this low-cost Federal housing. In 
other words, if you were to have a vacancy, let us say, and you had an 
application, both from a single elderly person and you had an appli- 
cation from a family, the family would take precedence, and I believe 
that that is the correct way of doing this. 

I don’t think that individuals, even though their need might be 
perhaps as great as the family’s, I don’t believe they should take prece- 
dence over the requirements of a family. 

The gentleman from Illinois has spoken on the need for this thing, 
and he is quite right. I have some very definite facts and figures in 
my own district which I would like to bring to the attention of this 
committee. I have been unable to get figures on a national scale, but, 
for example, in the city of Everett, Wash., there are 1,098 single 
persons over 65 drawing old-age benefits. This Government housing 
unit in that city has 400 units, and it has 100 single bedroom units, 
but 30 to 40 of these are vacant, and they are vacant simply because 
under the present law single elderly persons cannot live in them. 

Now, that is not only an injustice to these people who qualify for 
that housing, but it is poor business. If you have the space available, 
and you have people asking for it, then it seems to me to be good busi- 
ness to rent it to them, and I have been advised by the manager of that 
housing project that these are good tenants, these people that as a 
matter of fact were kicked out of there at one time and would like 
to live there. 

We have had word from Seattle that they had about 288 applications 
in the last year from single persons, and the housing director tells me 
there would be a great many more applicants if it wasn’t generally 
known that single persons can’t get in there. 

There is no question but what these people, as the gentleman from 
Illinois has said, have been neglected in this housing matter. I don’t 
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believe they have been neglected specifically, but I think inadvertently. 
I believe this is good legislation. 

I have a letter here from the Puget Sound Chapter of the National 
Association of Housing Officials supporting this bill and this legisla- 
tion. 

I would like to have permission to submit this for the record, Mr. 
Chairman. 

The CuatrMan. Permission is granted. 

(The information is as follows :) 


STATEMENT OF REPRESENTATIVE JACK WESTLAND, SECOND DISTRICT, WASHINGTON 


Mr. Chairman and committee members, my name is Jack Westland, Congress- 
man from the Second District of Washington. I am appearing before you on 
behalf of H. R. 3718, a bill which I introduced to provide housing in Government 
low-rent projects for single elderly persons. 

H. R. 3718 would authorize the Public Housing Commissioner to enter into 
agreements with local public-housing authorities for the admission of widows, 
widowers, or a single person 60 or over to federally assisted low-rent housing 
projects. Under the terms of the bill their income must not exceed applicable 
income limits and their admission must not prevent or delay the admission of 
any eligible family to the project. Once admitted, the same conditions for con- 
tinued occupancy would apply as with respect to family tenants. 

I do not believe it is necessary to belabor the point that there are more elderly 
people in our society than ever before. Statisticians have proven that longevity 
is steadily increasing. The percentage of aged persons in my State is increasing 
rapidly due to migration of families to the growing west and the healthful, in- 
vigorating climate of the area. 

Statisties furnished by the Bureau of the Census conservatively estimate there 
to be at least 1,600,000 widows, widowers and single persons in the country who 
could otherwise qualify for low-rent housing if they were not single. While I 
have been unable to compile figures on a national seale to indicate the need these 
people have for low-rent housing, I have figures from own district and the Puget 
Sound area which do indicate a grave need. Furthermore, they indicate that if 
wy bill were adopted facilities would be available. 

We have Federal housing units in Seattle, Bremerton and Everett. Managers 
of the units have reported that they have received numerous applications from 
single elderly persons, now barred from occupying Federal low-rent housing. 

For instance, in kverett, there are 1,098 single persons over 65 drawing old-age 
benefits who are desperately in need of adequate housing at low cost. They live 
in a relatively high-cost area on small, fixed incomes. The Government housing 
unit in Everett has 100 single living units and the director of the Everett Hous- 
ing Authority has stated that 35 to 40 of these are vacant and would be available 
for widows or widowers or other single persons if they could legally occupy them. 

In one project in Seattle this year there have been 288 applications from single 
persons, and the housing director estimates that there would be hundreds more 
were it not generally known that single persons cannot get in the projects. 

Of course, the question of availability of housing units is pertinent to this bill. 
My bill provides that single persons would have occupancy only when families 
are completely serviced and vacancies exist. In Bremerton, for instance, 7.6 per- 
cent of the units are vacant. This project has 280 single units out of 600 and 
could take care of many single elderly persons, 

The director of the Bremerton Housing Authority has written that finding 
living accommodations for aged single persons is a constant problem for the local 
welfare department. He further indicates that even though aged single persons 
have never been acceptable applicants for public housing, his office receives from 
2 to 6 inquiries per week from people newly faced with this problem who are 
unaware of the policy. 

3ecause the life span of United States citizens is increasing and there are addi- 
tional numbers of widows due to the female of the species tending to outlive their 
spouses, I believe the housing problem of the single aged person will become more 
serious on a national scale in years to come. 

Providing facilities in Federally operated housing developments would con- 
tribute an added measure of security and relieve hardship for older people now 
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unable to find decent, low-cost housing commensurate financially with their lim- 
ited incomes. 


Since this bill does not call for construction of new units, but rather implements 
more advantageous utilizations of existing facilities, I believe it is desirable, both 
economically and socially, and respectfully urge your full consideration of its 
specifications. 


PUGET SOUND CHAPTER, 
NATIONAL ASSOCIATION OF HOUSING OFFICIALS, 
April 7, 1955. 
Hon. JACK WESTLAND, 
United States Congressman, 
House Office Building, Washington, D.C. 


DEAR CONGRESSMAN WESTLAND: At our last meeting of the Puget Sound Chap- 
ter of the National Association of Housing and Redevelopment Officials, the 
group unanimously adopted a resolution endorsing H. R. 3718, introduced by you, 
and have asked me to convey to you their support of this measure. 

It is apparent there is an urgent need of more housing for elderly single per- 
sons, but they are not eligible under the present law to move into Federally aided 
low-rent housing. H. R.3718 would extend eligibility to such persons. 

We appreciate your support and interest in securing passage of this measure. 

Respectfully yours, 
PAUL D. BINFORD, 
President, Puget Sound Chapter of NAHRO, Seattle, Wash. 
By (Mrs.) THELMA EDWARDS CoREY, 
Secretary. 

Mr. WeEstLAnp. I have no further comments on this. I believe it 
is good legislation. I am sure this committee will take proper action 
on ‘this bill. 

Thank you very much. 

The Cuarrman. We appreciate your views, Mr. Westland. 

Mr. O’Hara. Mr. Chairman, may I commend my colleague from 
Washington for his very fine statement and the stout support that he 
is giving this type of legislation. I do so much appreciate his con- 
tribution. I feel confident that with all of us wor king together we 
will make substantial and constructive progress in providing housing 
especially designed for our senior citizens and within their limited 
means. 

Mr. WestLanp. I thank the gentleman from Illinois for those 
words, and I am happy to join him in this type of legislation. 

The Cuairman. We are glad to have you with us, Mr. Westland. 

Call the next witness, Mr. Clerk. 

Mr. Hattanan. The next witness is Congressman Harold O. Lovre. 


STATEMENT OF HON. HAROLD 0. LOVRE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF SOUTH DAKOTA 


Mr. Lovrr. Mr. Chairman and gentlemen of the committee, I am 
presenting this testimony in behalf of my bill, H. R. 6414, which 
would amend title V of the Housing Act of 1949, as amended, and 
would provide for the insurance of loans thereunder. I first want 
to thank the members of this committee for allowing me the oppor- 
tunity to appear. 

There are today many farmers and ranchers who cannot qualify for 
loans to remodel their farm dwellings or buildings on their farms. 
One of the features of H. R. 6414 is to provide authority to insure 
loans made by private lenders for such purposes. The insured loan 
program is not new, and it is an integral part of the activities of the 
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Farmers Home Administration. It is good, because it makes credit 
more accessible to farmers, and it provides greater fund resources than 
would be available through direct Government loans. 

There are farmers and ranchers in need of housing loans who can- 
not qualify because they live on small tracts of land and depend upon 
leasing arrangements to secure the land needed for their operations. 
Since the farms on which these people live are not in themselves of 
sufficient size to constitute family-type farms, the FHA has been 
unable to assist such applicants. 

Under H. R. 6414, a farm is described as a parcel, or parcels, of land 
operated the same as a unit by a person, the majority of whose time is 
devoted to operating the farm and who receives the majority of his 
income from farming. It was felt necessary to change the definition of 
the 1949 act, because many persons who reside in suburban areas were 
able to obtain loans in spite of the fact that the majority of their in- 
come came from other than farm activity. This provision of H. R. 
6414 would assure that loans would be made to bona fide farmers. I 
hope that the committee will give favorable and expeditious considera- 
tion to this legislation. 

Thank you very kindly. 

The CuarrmMan. Will you please call the next witness, Mr. Clerk. 

Mr. Hatianan. The next witness, Mr. Chairman, is Charles E. Ben- 
nett, a Member of Congress. 


STATEMENT OF HON. CHARLES E. BENNETT, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF FLORIDA 


Mr. Bennerr. Mr. Chairman, I appreciate this opportunity to tes- 


tify before this committee today on the need for amendments to hous- 
ing laws to remove a technicality which has prohibited public housing 
in Florida. Administrator Cole has advised me that the Housing 
Amendments of 1955 as recommended by his agency are designed to 
permit public-housing assistance in communities which have workable 
programs for the prevention and elimination of slums, even though 
they are not undertaking a redevelopment or urban renewal project 
assisted under the Housing Act of 1949. 

I am advised by the housing authority of Jacksonville that while 
the amendments as proposed by the Housing and Home Finance Agen- 
ey might be helpful to our housing problems in Jacksonville, it would 
be of more certain assistance if Congress enacted the provisions of 
S. 2126 which the Senate has just passed as the proposed Housing 
Act of 1955. 

In this connection, I would like to submit for the record a letter 
which I have received from Mr. R. M. Smith, chairman of the Jack- 
sonville Housing Authority. Mr. Smith’s letter explains our needs in 
relation to pending legislation. 

The Cuarmman. That may be inserted in the record. 

(The information is as follows:) 

THE Hovusine AUTHORITY OF JACKSONVILLE, 
Jacksonville, Fla., June 1, 1955. 
Hon. CHARLES E. BENNETT, 
Member of Congress, Washington, D.C. 

DeAR CHARLIE: Your letter of May 26, to our secretary, Ray O. Edwards, was 
considered at a meeting of the commissioners of this authority today. 

Jacksonville is only one city in Florida that is interested in continuing its low- 
rent housing program. We believe that the Housing Amendments of 1955 sub- 
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mitted by Administrator Cole and forwarded to us by you will, if they become 
law, permit us to continue our program. However, the new omnibus housing 
bill just reported by the Senate Committee on Banking and Currency is a more 
honest approach to the housing problems of Jacksonville and of the Nation. 
At the present time, we have planned 266 additional units, which will be on a 
slum site, and we have an additional tentative 1,000 units recommended by the 
city for use in slum-redevelopment work. There is a need at the present time 
for many more units than the 1,266 proposed for housing Negro families in our 
community, who cannot be housed by other means. As you were advised in 
previous correspondence, all our low-rent housing will be placed in present slum 
areas. 

This letter is being written with the approval of the other four commissioners 
of this authority and with the hopes that you will make every effort to secure 
adoption of the necessary amendments to the housing bill so that this authority 
and the other authorities in the State of Florida may continue the necessary work 
of providing housing of an adequate nature for those families who have never 
been decently housed and who cannot be adequately housed by other means. 

Sincerely yours, 


R. M. SmiruH, Chairman. 
Mr. Bennerr. Thank you for permitting me to testify here today. 
The Cuarrman. Call the next witness, Mr. Clerk. , 
Mr. Hatnanan. That concludes the witnesses we have scheduled, 
Mr. Chairman. 
(The following statements were submitted to the committee :) 


STATEMENT OF HON. SAMUEL N. FRIEDEL, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MARYLAND 


Mr. Frieper. Mr. Chairman, it is a real pleasure to note the action | 
of the Senate in passing the Democratic-sponsored housing bill, S. 
2126, on June 7, known as the Housing Amendments of 1955. I was 
particularly pleased to notice that the majority of that distinguished 
body is getting the Congress back on the track once more. For the 
Housing Act of 1949 authorizes Federal contributions and leans for 
810,000 more units of low-rent public housing for 6 years. 

Under this act, the President could use his discretion in determining 
the number of units of public housing that could be authorized in a 
given year. With the advent of the Korean war, he recommended 
75,000 units. The Congress limited construction to 50,000 units. 
Thereafter, it was scaled down to 35,000 units and last year, by lim- 
iting the program to cities having slum-clearance programs, it prac- 
tically stopped public housing. 

Now the Democratic-sponsored Senate bill has restored the origina] 
congressional intent, and provides for 135,000 units a year for 4 years. 
This is in contrast to the wholly inadequate program of a mere 35,000 
units annually for 2 years recommended by the Republican adminis- 
tration. 

In addition, the Senate bill has added the wholly commendable 
provision of 10,000 units annually of public housing for elderly per- 
sons over a 5-year period. 

Mr. Chairman, I am going to call your attention to the fact that 
under this bill, public housing is once again on its own and is no longer 
hog-tied and limited to slum-clearance programs. This is a very 
commendable action and I expres the hope that your committee will 
include it. ee 

As all of us know, under previous Democratic legislation, the Fed- 
eral Housing Administration program has been a real shot in the 
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arm to our business economy. Very appropriately, the Senate bill 
has added $4 billion to the amount remaining on June 30, 1955, which 
the F HA can use to insure additional mortgages. 

With sound judgment and legislative discretion, the Senate has 
added $425 million additional to be used for city slum-clearance pro- 
grams, which I heartily approved. 

I believe it is highly desirable that the Senate increase from $300 
million to $500 million the amount of money available for loans for 
college housing. 

Mr. Chairman, I was pleased to note that the Federal National 
Mortgage Association legislation was amended by reducing the inter- 
est rate from 3 percent to 2 percent for stock participation. Assuredly 
this should stimulate additional private financing. 

There is another commendable feature of the Senate-approved hous- 
ing bill which should be included in our legislative recommendations. 
This relates to loans to communities for the planning of normal pub- 
lic works. They are not for defense installations. Rather, they are 
loans to finance the cost of surveys for necessary public works. 

It is a source of great satisfaction to me to note that loans will now 
be available to cities for essential public works. Throughout the 
country there is a crying need for loans for public works at rates of 
interest the cities can afford to pay. These should prove extremely 
helpful. 

Mr. Chairman, I heartily endorse the Senate bill, S. 2126, and urge 
the distinguished members of this committee to favorably report this 


bill. 


STATEMENT OF HON. EDWARD A. GARMATZ, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MARYLAND 


Mr. Garmatz. Chairman Spence and members of the committee, I 
am appearing here today primarily as the sponsor of H. R. 377, which 
I introduced on the opening day of this session of the Congress to 
repeal the various restrictions adopted in recent years to cripple pub- 
lic housing. The evidence before this committee is clear that public 
housing construction has come to a standstill and to all intents and 
purposes is dead and buried as a program of Government. 

While my testimony will be devoted largely to my own bill on this 
one phase of housing—that is, the public housing program—lI want to 
say at the start that I am very much in accord with other measures 
before you to expand and accelerate the urban redevelopment work 
which has been so successful in the larger cities of the country. Balti- 
more has been one of the leaders in urban renewal as well as in public 
housing and in the rehabilitation of existing housing, and so we are 
naturally very much interested in seeing the basic authority for all 
of these programs continually kept up to date with current needs. 

Before going into the details of H. R. 377, I will tell you first what 
it is I would like to see accomplished. It is this: I would like to see 
this committee restore the public housing program—that is, the legis- 
lative authority for public housing—to the dimensions provided for 
in the Housing Act of 1949. This act, which the late Senator Taft 
helped to write—and I mention that to show that we Democrats are 
not the only ones to favor an effective public housing program—the 
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1949 act, I repeat, provided a standard of 135,000 public housing units 
a year. It permitted as many as 200,000 in any one year. 

That is what I would like to see it go back to. If this committee 
and the Congress should adopt that objective of H. R. 377, it would 
not mean of course, that the Government would have to build that 
many units each year. The President would have a wide amount of 
discretion—in fact he would have complete discretion—in putting the 
program into effect each year at the levels he thought commensurable 
with the need and with the economic situation generally. 

That is a very important point that is often lost sight of. When 
President Eisenhower says he is willing to settle for 35,000 units a 
vear for just a few years, my bill would not force him to construct 
more than that during his term. It would allow him, however, to 
look at the whole problem of public housing not from the standpoint 
of what he thought he might be able to wheedle out of a reluctant Con- 
gress In any one year but rather from the standpoint of what the 
country needed. 

I think it is pretty clear that even the limited authority which now 
rests in the administration to build public housing has not been used 
in the past vear or two with any degree of effectiveness or even interest. 
If you go through the construction statistics you find public construc- 
tion of residential building hitting what appears to be new lows, with 
public housing starts during 1954 about half of those of 1953, which, 
in turn, were only about half of the number in 1951. Instead of a 
monthly average of 3,000 or more public housing units which we were 
still reaching in 1953 on the basis of previous commitments, the ree- 
ord since the adoption of the Housing Act of 1954 shows monthly 
totals of 200 units, 300 units, 700 units, 900 and so on, with few months 
showing more than 1,000. So obviously we are not making any kind 
of production record on public housing; we are not even holding our 
own—not coming anywhere near buil« ling the number of units author- 
ized by the restrictive legislation now in effect. 

Nevertheless, I — we can now acknowledge the mistakes of last 
year, admit that they have resulted in the virtual death of public 
housing, and go on Rs there. 

The bill which I have introduced attempts not only to correct the 
mistakes and restrictions of last year’s bill but to go back to other 
legislative roadblocks beginning with the Independent Offices Appro- 
priations Act of 1953. 

Thus H. R. 377 would repeal this language of the 1953 appropriation 

act: 
* * * notwithstanding the provisions of the United States Housing Act of 1937, 
as amended, the Public Housing Administration shall not, with respect to projects 
initiated after March 1, 1949 * * * (2) after the date of approval of this act, 
enter into any agreement, contract, or other arrangement which will bind the 
Public Housing Administration with respect to loans, annual contributions, or 
authorizations for commencement of construction, for dwelling units aggregating 
in excess of 35,000 to be authorized for commencement of construction during 
any one fiscal year subsequent to the fiscal year 1955, unless a greater number 
of units is hereafter authorized by the Congress. 

Now this, of course, was, at the time, a serious blow for public hous- 
ing and we as one of the first big victories since 1949 for the groups which 
have been opposing public housing so v igor ously. As the members of 
this committee know. President Truman’s budget provided for only 
75,000 public housing units: a year while the Korean war was in prog- 
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ress, but then this rider to the appropriation bill for the 1952-58 fiscal 
year reduced that further to 35,000 units. But the program kept 
going, and it kept going to the full limit of that authorization. 

The following year, however, the 83d Congress, in the first Inde- 

pendent Offices Appropriation Act for the 1954 fiscal year starting 
July 1, 1953, contained this further restriction : 
* * * notwithstanding the provisions of the United States Housing Act of 1937, 
as amended, the Public Housing Administration shall not, with respect to 
projects initiated after March 1, 1949 * * * (2) after the date of approval of 
this act, enter into any new agreements, contracts, or other arrangements, pre- 
liminary or otherwise, which will ultimately bind the Public Housing Adminis- 
tration during fiscal year 1954 or for any future years with respect to loans or 
annual contributions for any additional dwelling units or projects unless here- 
after authorized by the Congress to do so. 

Now this, of course, completed the hatchet job on public housing 
through riders on appropriations bills. From 35,000 units a year—a 
cut in half from the Truman budget—we then went down to no units— 
no new units—as the law of the land. 

H. R. 377, therefore, repeals the continuing prohibitions on public 
housing from both the 1953 and 1954 6 Tg ea acts. 

The third legislative provision on public housing which H. R. 377 
would repeal in section 401 (1), Housing Act of 1954: 

Notwithstanding the provisions of any other law, the Public Housing Admin- 
istration may, with respect to low-rent housing projects initiated after March 
1, 1949, enter into new contracts, agreements, or other arrangements during the 
fiscal year 1955 for loans and annual contributions pursuant to the United States 
Housing Act of 1937, as amended, with respect to not exceeding 35,000 additional 
units: Provided, That no such new contract, agreement, or other arrangement 
shall be made except with respect to low-rent housing projects to be undertaken 
in a community in which there is being carried out a slum clearance and urban 
redevelopment project, or a slum clearance and urban renewal project, assisted 
under title I of the Housing Act of 1949, as amended, and the local governing 
body of the community undertaking such slum clearance and urban redevelop- 
ment project, or slum clearance and urban renewal project, certifies that such 
low-rent housing project is necessary to assist in meeting the relocation require- 
ments of section 105 (c) of title I of the Housing Act of 1949, as amended: And 
provided further, That the total number of dwelling units in low-rent housing 
projects covered by such new contracts, agreements, or other arrangements shall 
not exceed the total number of such dwelling units which the Administrator 
determines to be needed for the relocation of families to be displaced as a result 
of Federal, State. or local governmental action in such community. 


This provision gives the impression that we have a public housing 
program but as a practical matter we know that virtually none of the 
35,000 units it purports to authorize has actually been approved for 
construction. Many of us warned last year that it would build no 
housing and of course it has built no housing. It should be repealed 
in toto. 

And rather than settle for this very inadequate number of 35,000 
units a year recommended by the President, I urge you to go back to 
the 1949 act, as my bill would do, and let us have once again a public 
housing program that builds public housing, that builds enough pub- 
lice housing to make at least a dent in the serious needs of our cities. 
As the spokesman for the American Municipal Association, Mayor 
Clark, of Philadelphia, told you earlier in these hearings, Philadel- 
phia alone needed 70,000 new units all by itself as of 1950. In the 
case of Baltimore we have been working steadily at the problem of 
expending our housing facilities and our housing authority, which 
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is one of the best, has had a number of projects waiting in line for au- 
thorization and for construction committments, projects which have 
been held up because of the restrictions in the 1954 act. 

The redtape, the statistical analyses, the studies and surveys re- 
quired under the 1954 act before a community could get any part of 
the 35,000 units which were supposed to have been authorized by the 
act have made a frightful and chaotic situation out of public housing 
everywhere. Even a city like Baltimore which has been on top of 
this whole problem over a period of years and which has had cer- 
tainly one of the best “workable programs” in the country has been 
put to tremendous work tied up in the most elaborate kind of redtape. 

For these and other reasons well known to this committee, I urge 
you with all the emphasis I can command to repeal these bad mistakes 
which Congress has made on public housing in the last 2 years and, as 
I said, give us a real program, a workable program, an effective pro- 
gram which will help get people out of slums and into decent accom- 
modations at rents they can afford. Bring sunlight into the lives of 
people living in dark alleys. 

The CHarrman. Very well. This concludes the open hearings. 
The committee will stand adjourned until the call of the Chair. * 


(Whereupon, at 11: 34 a. m., the committee adjourned until the call 
of the Chair.) 


(The following communications were submitted to the committee :) 


AMERICAN ASSOCIATION OF SOCTAL WORKERS, 
DISTRICT OF COLUMBIA CHAPTER, 
Washington, D. C., June 13, 1955. 
Hon. BRENT SPENCE, 
House Office Building, Washington 25, D. C. 


DEAR CONGRESSMAN: In view of the fact that hearings on H. R. 5827 have 
apparently been closed, I should like to submit the enclosed statement on behalf 
of the District of Columbia Chapter, American Association of Social Workers. 

All of us are aware of the great efforts you have expended to provide the 
Nation with an adequate housing program. We applaud you for it and urge you 
to continue to do everything possible to relate us back to the Housing Act of 
1949. 

Sincerely yours, 
PHILIP SCHIFF, 
Chairman, Federal Legislation Committee. 


STATEMENT ON H. R. 5827, FOR THE AMERICAN ASSOCIATION OF SOCIAL WORKERS, 
DIsTRICT OF COLUMBIA CHAPTER 


For many years the American Association of Social Workers has been con- 
cerned with housing conditions in our Nation. We are therefore gratified that 
the Senate has passed its bill, S. 2126, which will once again provide a real basis 
for the housing so badly needed for a large segment of our people and hope that 
H. R. 5827 now under consideration by the House will be related to the bill passed 
by the Senate. We believe that the housing problem which confronts the Nation 
deserves full bipartisan consideration since the economic health of all of us is 
concerned with decent housing conditions. We believe we can therefore build 
upon the principle accepted by the administration that public housing is essential 
for certain segments of our people. But the administration recommendations 
have not gone far enough in terms of the total number of units requested. 

We believe that those who represent rural and suburban areas in the House 
must realize by this time that the economic well-being of the Nation depends 
upon the complete integration and understanding of city and farm representa- 
tives concerning each other’s needs. They are surely aware that adequate shel- 
ter and a decent environment in which to rear one’s family are needs common 
to all our people. They know that aside from all the social evils which result 
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from slums and substandard housing, that slums consume 45 percent of the mu- 
nicipal and county budgets. We believe all members of the House surely realize 
that S. 2126 is not a city versus farm bill, but is a bill for all Americans and 
prejudice and bias of one segment of the population toward another, if they 
exist, have no place in consideration of such a bill. If anything, a combination 
of city and farm votes in the House will help dispel forever any ideas that there 
exists a conflict of interests between our rural and urban communities. 

An article from the American Banker of December 16, 1954, from which we 
quote, will, we believe, indicate how unfair and misleading are the attacks on 
the public housing program by such organizations as the National Association of 
Real Estate Boards: 

“Unrealistic indeed would be the man, who, after examining with any under- 
standing the living conditions in the slum or poorer districts in most of our larger 
cities, would contend that housing facilities do not need substantial improvement. 

“There is involved far more than a desirable betterment for general social and 
welfare purposes. Public health which quite directly concerns our body politic, 
is clearly threatened by the absence of sanitary precautions; contagious dis- 
eases and avoidable illnesses are fostered by conditions prevailing in some of 
these areas. 

“Public safety is also endangered by the old and dilapidated buildings creating 
serious fire hazards as well as being a menace to proper moral and social stand- 
ards and concepts.” 

Congress, itself, established a national policy of decent homes for the average 
American family when it passed the United States Housing Act of 1937. The 
Housing Act of 1949 reiterated this policy and provided for an expansion of the 
program. We're dealing here with a program which has always had bipartisan 
backing. The late Senator Taft was a leading spirit in the passage of this act 
and his comment in April 1929 is worthwhile recording when he said, **The hous- 
ing situation is one of the most important soctal and economic problems before 
the people of the United States. * * * I think the reason why our system has 
not provided decent homes arises out of one basic fact—that the cost of hous- 
ing is too high for the income of the people.” 

We urge the House to think in terms of rooting out this moral cancer of sub- 


standard housing from the body politic of the Nation and in its place provide 
the life-giving qualities of our vibrant and pulsating democracy. 


(we 


STATEMENT OF FERN M. COLBURN, SECKETARY, SocraL EpUuCATION AND ACTION 
COMMITTEE OF THE NATIONAL FEDERATION OF SETTLEMENTS AND NEIGHBORHOOD 
CENTERS, NEW York, N. Y. 


The National Federation of Settlements has 263 member houses located in 31 
States and 87 cities. 

The National Federation of Settlements and Neighborhood Centers has long 
been concerned with the need for good housing for every family. It has favored 
public housing from the beginning. Many public housing projects are located 
in settlement neighborhoods. The Vladeck houses in the Henry Street Settlement 
neighborhood of New York and the Jane Addams houses in the Hull House neigh- 
borhood of Chicago were our first experience with this program. Since that time 
as more public housing has been built, the majority of our member houses work 
with families who live in public housing. In addition, a sizable number of settle- 
ments operate programs in the tenant activity space of public housing projects. 
We, therefore, have a firsthand connection with this program and know whereof 
we speak when we discuss this situation. 

The Congress should be proud today that some 360,000 families of our country 
who previously occupied slum hovels are today housed or about to be housed in 
decent, safe, and sanitary dwellings. We are proud that we have had a part in 
helping to bring this about. We know firsthand the benefits of good housing. 

Every day of delay in passage of the legislation before this committee adds 
to the number of slum units in our country. The reason for this is that through 
various programs both public and private, we are rebuilding our cities. There 
are few of these programs that do not displace families, and most of them displace 
a sizable number of families. Since nearly half of all families displaced in slum 
areas are in the income group eligible for public housing, that exists in too scanty 
a degree for today’s needs, where are they going? The settlement workers are 
finding them crowded into single-family houses far too often living 1 family to 
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a room, or at best the 6- or 8-room single family house cut up into 2 or 4 apart- 
ments with a family in each. These houses are usually illegally divided and are 
almost always without basic sanitary facilities for more than one family. In 
too many cases the facilities were not in good condition to begin with. 

When we began the fight for decent housing in the early 1900’s, Jacob Riis wrote 
a vivid description of the tenement that aroused the Nation. Today we have 
many of the same type of tenements—the difference is that these buildings, which 
have long been worn out, are housing more people and housing 1 family to a 
room instead of 1 family to a tenement. These are the kind of conditions 
we are calling upon the Congress to correct. Thousands of today’s families live 
in houses completely unfit for human habitation. 

The East Akron Community House in Akron, Ohio, witnessed the tearing down 
of some 600 houses in their neighborhood in 1954. Accordingly, they made a study 
as to where these families went. The study is titled, “Where Will They Go?” 
We quote the following from this study. 


“FINDINGS IN BRIEF 


“The effect of this move on the white families and their present living con- 
ditions are very different from those of the Negro families. For that reason 
the findings are reported separately for Negro and for white. 


“Profile of the Average White Family Interviewed 


“1. The average white family required 7 weeks to find a home after they had 
started to look in earnest. Almost 80 percent of the families found the home 
through a real-estate agency or the want ads of the Beacon Journal. Ten per- 
cent of the families that are renting have moved at least once after their initial 
move from the ‘mobile houses.’ 

“2. Sixty-two percent are paying between $50 and $75 monthly as rent or 
mortgage installments. Only 16 percent have monthly payments that are under 
$50. The balance (22 percent) are paying $75 to $100. 

“3. The average white family consists of 2 adults and 2 children living in a 
5-room house or apartment. They average 1.3 rooms per member of the family. 
All of the families that are buying a house and one-half of the families that are 
renting have larger rooms than they had in the mobile houses. One-fourth of 
the families renting have smaller rooms. 

“4. All of the white families that are renting have a private kitchen, but 10 
percent have to share the bath with another family and 21 percent have to 
share a common entrance. One-fourth of the families have to share either the 
bath or the entrance with another family. 

“5. One-half of the white families interviewed are buying their own home. 
In many cases, these are new houses. Twenty-two percent paid under $7,500, 
forty-four percent paid between $7,500 and $10,000, and thiry-four percent paid 
over $10,000. 

“6. Apparently the move had no particular adverse effect on the family’s 
health. Thirty-nine percent of the families that are buying feel that health 
has been improved. 

“7. The white families that are buying like their new house and the neighbor- 
hood just as much or more than they did the mobile houses. One-fourth of the 
families that are renting like either the house or the negihborhood less. 

“8. All of the white families that are buying bought a single-family house. 
Twenty-one percent of the families that are renting are living in single-family 
houses. Sixteen percent are living in duplexes. Sixty-three percent are renting 
apartments (including 5 percent who moved into housing units managed by the 
Akron Metropolitan Housing Authority). None of the families interviewed had 
to double up with relatives or move into houses that have been converted to 
multifamily dwellings. 


“Profile of the Average Negro Family Interviewed 


“1. The average Negro family looked for more than 20 weeks before they 
found a house. Ninety percent of the families that are buying found their house 
through a real estate agency or the want ads in the Beacon Journal. Ejighty- 
three percent of the families that are renting finally moved into a home that 
they had learned about through friends or relatives. Ten percent of the families 
have moved at least once since their initial move out of the ‘mobile houses.’ 

“2. Almost 60 percent of the families that are renting pay under $50 a month 
rent. One-sixth of these families have doubled up with relatives. Thirty-eight 
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percent of the families renting and fifty-five percent of the families buying 
make monthly payments between $50 and $75. Forty-five percent of the families 
buying have monthly mortgage payments of over $75. 

“3. The average Negro family consists of 2 adults and 2 children. The families 
that are renting are smaller than those that are buying. One out of every five 
families have on additional relative living with them. The families that are 
renting have, on the average, only 3144 rooms and have less than 1 room per mem- 
ber of the family—the only group in this situation. The families that bought 
average 6 rooms and have 1.2 rooms per person. Almost one-third of the families 
renting have smaller rooms now than they had in the mobile houses. The other 
two-thirds of the renters and all of the families buying have the same size or 
larger rooms. 

“4. One-fourth of the Negro families that are renting have to share the kitchen 
facilities. More than one-half of the families have to share the bath. More than 
one-third of the families have no private entrance. Sixty-two percent of the 
families have to share one or more of these basic facilities with another family. 
One family did not have any running water and was dependent on an outside 
pump. 

“5. One-fourth of the Negro families that were interviewed are buying their 
owr home. In most cases, these are older homes. Twenty-seven percent paid 
under $7,500, sixty-four percent paid $7,500 to $10,000. Only 1 family had paid 
more than $10,000. Thirty-six percent of the families financed the purchase with 
a land contract. Twenty-seven percent of the families buying homes were able 
to do so only by borrowing all or part of the downpayment. The average down- 
payment was $1,355. 

“6. Eighteen percent of the Negro families feel that the move into the present 
living quarters, has had an adverse effect on the family’s health. Only 8 percent 
feel the move has caused an improvement. 

“7. Most of the Negro families that are buying like their present house and 
neighborhood more than they did the mobile houses. One-half of the families 
renting like their present homes less. The main reasons cited were (1) Over- 
crowded quarters, (2) adverse effect on health, (8) undesirable or inconvenient 
locations, and (4) evidences of racial prejudice. 

“8. Forty percent of the Negro families are living alone in single houses. 
Twenty-three percent are living in houses that have been converted to multi- 
family dwellings. Thirteen percent have doubled up with relatives. Many ex- 
treme cases of undesirable living conditions were apparent. Several families 
are living in apartments heated with unvented gas stoves. One family is living 
in a building where 18 children and 9 adults share just 2 bedrooms. Several 
families are living in attic apartments and others are living in the ordinary 
basements of houses. In one house the wiring was obviously unsafe and repre- 
sented a hazard.” 

The urban renewal program has great possibilities for rebuilding our cities. 
However, the urban renewal program will but create more slums unless we first 
build more houses to put the people in before we force families to seek refuge 
in ways described above. The public housing program is essential if urban 
renewal is to succeed. I cannot state this too strongly. I have visited or had 
reports from most of the cities wherein workable programs have been approved 
and I can assure this committee that not one of these cities has adequate housing 
whereby the families to be displaced can find safe and sanitary dwellings as 
required by the law. The figures on vacant units and units under construction 
may seem to balance with the number of families to be displaced (although I have 
yet to find one city where this is true), the fact remains that the available houses 
are not in the price range of families to be moved, or the owner will not sell 
or rent to minority families, or no units large enough for the large families are 
available. 

Therefore, private housing cannot provide for approximately half of the 
families to be moved in urban centers. In addition there is no provision in our 
cities to house the families in that 20 percent gap between families eligible for 
public housing and the lowest market in private housing. 

We do not advocate that public housing be available only to communities that 
have an urban renewal program. The country has witnessed the fallacy of that 
during this past year. 

Py action of our annual delegate meeting in San Francisco, Calif., May 29, 
1955, we urged Congress to build annually 200,000 public housing units. May I, 
therefore, point out that the 165,000 units envisioned in the bill now before this 
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committee falls short of need in our estimation. We do urge full recognition 
of this serious problem and the provision of at least the full amount called for in 
the bill as it passed the Senate. 

We commend to your serious attention the provision for housing for the aged 
of 50,000 units as a part of the above program. In addition we believe that all 
public housing should be available to single persons as well as family units. 

For additional information we attach our resolution on urban renewal. 


URBAN RENEWAL AND HOUSING 


It is the firm conviction of the National Federation of Settlements and Neigh- 
borhood Centers that the concept of urban renewal is a realizable goal. It en- 
visages a total program to remake our communities so that all the factors essen- 
tial to good family life are available to every American family. 

It is also our conviction and faith that this, the greatest, richest, and most 
productive Nation in the world, can find the techniques and methods necessary 
to create sound communities, through the elimination of blighted areas and the 
rehabilitation of deteriorating neighborhoods. This takes the financial partici- 
pation of the local, State, and Federal governments in order to make necessary 
subsidies available. 

We see the need for a supply of housing of adequate standards for people of 
all incomes and especially for minority groups, large families, and the aged. 

We believe that the Housing Act of 1954, with its criteria for a workable urban 
renewal program is a good measure. However, to be effective, we believe the 
following points should be strengthened: 

1. Comprehensive planning.—For local neighborhoods, cities, and metropolitan 
areas which include adequate open space, recreational facilities, lower popula- 
tion densities, and the replacing of streets and highways. 

2. Relocation of families.—As an essential municipal service which will have 
a proper regard for the welfare of people. 

3. Codes and ordinances.—Effectively enforced, which will insure a safe and 
decent standard of living. 

4. Social planning and citizen participation—To go hand in hand with 
technical and physical planning to insure the voice and partnership of people 
in neighborhoods. 

5. Personnel and stafing.—Each city should include on its staff adequate num- 
bers of trained and experienced personnel in such fields as social work, social 
psychology, social economy, community organization to create and to enable work- 
able structure and meaningful democratic citizen participation. 

The National Federation of Settlements and Neighborhood Centers believes 
that at least 2 million new housing units are needed annually. Of this number, 
200,000 should be public housing units. We believe this to be the minimum pro- 
gram essential to provide for those now ill housed and to provide for an enlarged 
population. 


Los ANGELES, CALIF., June 10, 1955. 
Hon. Epgar W. HIESTAND, 
House Office Building, Washington, D. C.: 

Please insert this telegraphic statement in the Banking and Currency Com- 
mittee housing bill hearings. 

We protest inclusion in any amendment to the Housing Act of any of the provi- 
sions of title II—Public Facility Loans, and title I1I—College Housing, of S. 2126 
recently passed by the Senate. 

The investment banking industry can and has been and is supplying annually 
billions of dollars to public bodies for public works and there is no existing de- 
inand that is sound that cannot be met. 

We believe authorization of funds proposed to be loaned at arbitrarily low inter- 
est rates constitutes unjustifiable interference with private industry. 

We do not believe the provisions of title II—Public Facility Loans, have any 
place in any public housing bill and we concur with the testimony of the American 
Council on Education and others that the provisions of title III—College Housing, 
should not be expanded to include union buildings, etc., not directly related to 
housing. We concur with Federal Housing Administrator Cole that no additional 
legislation is needed at this time. We believe that liberalization of direct loans by 
Congress is unwarranted and unsound and will force private industry out of the 
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field. We recommend that general considerations of aid to public bodies and 
colleges be referred to appropriate committee and not brought in the back door 
as part of a program of assistance to residential construction. 


L. H. Empey, 

RALPH E. PHILLIPS, 
FRANCIS MOULTON, 
JosePH L. RYONs, 
WILLIAM S. HUGHES, 
WARREN CROWELL, 
FREDERICK LARKEN, 
J. EARLE JARDINE, Jr. 


CONFERENCE OF PRESIDENTS 
FEDERAL Housing ADMINISTRATION, SECTION 213 COOPERATIVES, 
New York 17, N. Y., June 6, 19505. 
Hon. ABRAHAM MULTER, 
House of Representatives, 
Washington, D.C. 


Dear Mr. REPRESENTATIVE: I am the chairman of the Conference of Presidents 
of Federal Housing Administration, Section 213 Cooperatives, and I am vastly 
interested in the current hearings regarding the new cooperative housing law. 

Our group represents the completed Section 213 Cooperatives and though our 
main efforts are directed in the area of the problems of those presently organized 
cooperative housing groups, we are also concerned with the future of coopera- 
tive housing in this country. 

We have noted that very little building has been done under the present co- 
operative housing law. We feel that cognizance must be taken of the fact that 
the impetus for this type of building comes mainly from builder/sponsor groups. 

We realize that there were many abuses practiced under prior laws, and I 
testified before the Senate Banking and Finance Committee in August of 1954, 
and outlined these abuses. 

However, we do feel that certain changes can be made in the present law, 
which will incorporate safeguards for the buying public and yet have the effect 
of attracting builder/sponsor groups to this program. 

Some of these changes would include: 

(1) A reassessment of the formula for determining construction costs. It is 
imperative that the formula be changed from estimated value to replacement 
cost. 

(2) An increase in the maximum amount of allowable mortgage commitment 
to the Federal Housing Administration. 

(3) Some regulatory legislation, providing for an independent group to repre- 
sent the buying public from the outset. 

If these three suggestions are incorporated into the new law, I feel that our 
purposes of furthering additional cooperative housing and providing the nec- 
essary safeguards, will be accomplished. 

I have written directly to the Federal Housing Administration, outlining the 
details of suggestion No. 3, and I would be very happy to discuss these proposals 
directly wih you or your representative, at any time. 

Respectfully yours, 


LeicgoH M. Mepine, Chairman. 


DALLAS, TEx., June 8, 1955. 
Hon. JoHN J. Bett, 


Member of Congress, House of Representatives, Washington, D. O.: 
Believe titles 2 and 3 of S. 2126 now before House Banking and Currency 
Comumnittee entirely unwarranted and unnecessary and I vigorously protest. 
Please include this protest in record. 


Louris W. STAYART. 


DaALuas, Tex., June 8, 1955. 
Hon. JoHN J. BELL, 


Member of Congress, Washington, D. C.: 
We oppose strongly titles 2 and 3 of S. 2126 same being an encroachment on 
private industry. Request this protest be included in committee record. 
C. N. Burt Co. 
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Da.ias, Tex., June 8, 1955. 
Hon. JoHN J. BELL, 


House of Representatives, Washington, D. C.: 


We desire to register our most strenuous opposition to titles II and III of 
S. 2126 which we consider to be an unwarranted encroachment on private enter- 
prise. We request that this protest be included in the record. 


CENTRAL INVESTMENT COMPANY OF TEXAS, 
By EUGENE D. VINYARD. 


DaLias, TEx., June 8, 1955. 
JOHN J. BELL, 
Member of Congress, Washington, D. C.: 


We violently oppose passage S. 2126 particularly title 2 and title 3 believing 
same to be an encroachment on private enterprise and request that this protest 
be included in the committee record. 

THE COLUMBIAN SECURITIES CorRP. 


Dattias, Tex., June 8, 1955. 
JOHN J. BELL, 
House of Representatives, Washington, D. C.: 


I feel that private capital can finance all legitimate municipal and college 
financing in the country and urge you to vote against Senate bill 2126 when it 
comes before your committee and would appreciate my protest being placed in 
the record. 

CHAS. C. PIERCE. 


Houston, Tex., June 9, 1955. 
Hon. JouHn J. BELL, 
House of Representatives, Washington, D. C.: 


We request that you insert this statement in the Banking and Currency Com- 
mittee housing bill report on hearings. We strongly oppose any inclusion in 
housing amendments act of the provisions of title III, College Housing of 
S. 2126 now before you. We believe direct loans by Government unsound financ- 
ing especially at arbitrarily and unreasonably low interest rates and suggest 
present trend will lead eventually to billions of financing for colleges as it will 
force private industry out of the field. We believe the expansion of the program 
into fields other than housing such as student unions and infirmaries goes far 
beyond any program of assistance to residential construction and should be 
considered as a general program of aid to education at the college level by the 
appropriate committee. We call attention to testimony before Senate Subcom- 
mittee on behalf of American Council on Education and others that the college 
housing program was conceived to encourage provision of low-cost housing and 
that they themselves agreed with Administrator Cole that the program should 
be restricted to the housing field, since Administrator Cole states he knows of 
no needed legislation and since a program is now operating with a large unre- 
leased and uncommitted balance of more than $100 million we believe it infinitely 
better to defer action until next year meanwhile giving mature consideration to 
other solutions such as a strong insurance feature which would help college 
housing and accomplish the desired aims with the use of the large private funds 
available at reasonable rates of interest and consequently lessen the pressure to 
encumber Federal funds. 

COLLEGE AND UNIVERSITY FINANCE ASSOCIATES 
oF SAN ANTONIO, TEX. 
By E. 8S. EMERSON. 


Houston, Tex., June 8, 1955. 
Hon. JoHn J. BELL, 
Washington, D. C.: 


Please insert this telegraphic statement in the Banking and Currency Commit- 
tee Housing bill hearings report. We protest inclusion in any amendment to the 
housing act of any of the provisions of title II—Public Facility Loans and title 
I1I—College Housing, of S. 2126 recently passed by the Senate. The investment 
banking industry can and has been and is supplying annually billions of dollars 
to public bodies for public works and there is no existing demand that is sound 
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that cannot be met. We believe authorization of funds proposed to be loaned 
at arbitrarily low interest rates constitutes unjustifiable interference with pri- 
vate industry. We do not believe the provisions of title I1l—Public Facility 
Loans have any place in any public housing bill and we concur with the testi- 
mony of the American Council on Education and others that the provisions of 
title I1I—College Housing should not be expanded to include union buildings, 
ete., not directly related to housing. We concur with Federal Housing Admin- 
istrator Cole that no additional legislation is needed at this time. We believe 
that liberalization of direct loans by Congress is unwarranted and unsound and 
will force private industry out of the field. We recommend that general con- 
siderations of aid to public bodies and colleges be referred to appropriate com- 
mittee and not brought in the back door as part of a program of assistance to 
residential construction. 
W. E. Knickerbocker, C. C. McClung, Robert E. Moroney, Ott U. 
Wymer, Wilbur Frederking, R. G. Wills, R. N. Eddleman, Lewis 
W. Pollok, Earl G. Fridley, Wilbur E. Hess, J. Wylie Harris, 
Ernest L. Brown, Jr., Lewis M. Lamaster, Lawrence Davis, 
Francis I. Abshire, J. R. Phillips, Jr., E. C. Hawkins, Edward 
Rotan, J. L. Mosle, Russell R. Bowles, A. E. Goodwin, Jr., William 
J. Shawell, Milton R. Underwood, Dana T. Richardson, Chas, B. 
White, Joseph R. Neuhaus, Philip R. Neuhaus, Neill T. Masterson, 
Jr., Lovett Abercrombie. 


Datwas, Tex., June 9, 1955. 
Hon. JoHN J. Bett, M.C., 
House Office Building, Washington, D. C.: 

We earnestly solicit your active opposition to titles II and III of S, 2126 
passed by the Senate last Tuesday and which we understand is now before your 
committee. We consider this legislation dangerous and unnecessary and if im- 
plemented would undoubtedly constitute unfair interference with private industry 
and place the Government in the loan business on an unprecedented scale. 


WILMER LEE Moore, 
J. ERVIN SHILG, 


San ANTONIO, Tex., June 9, 1955. 
Hon. JoHN J. BELL, 
Capitol Building, Washington, D. C.: 
I wish to have placed on record my protest against Senate bill 2126 as I feel 
this is putting the Government back into private business. 
Louis J. KocuREK. 


Datras, TEX., June 9, 1955, 
Hon. JouHn J. Bert, 
House of Representatives, Washington, D. C.: 


As underwriters of municipal bonds we vigorously protest titles 2 and 3 Senate 
bill 2126. If passed, this bill will allow municipalities to borrow money from the 
Federal Government at lower interest rates than can be obtained by the Fed- 
eral Government itself for comparable year of maturities. Such rates are com- 
pletely unjustified for municipalities with populations of 10,000 or less. We 
request that this protest be made a part of the record of the committee hearings. 

Respectfully yours, 
DITTMAR & Co., 
Investment Bankers. 


AustTIN, TEx., June 9, 1955. 
Hon. JoHN J. BELL, 
House of Representatives, Washington D. C.: 

We protest titles 2 and 3 of S. 2126 as an encroachment on private industry. 
Urge you include our protest in the record of the hearing in the Banking and Cur- 
rency Committee. 

JAMES C. TUCKER & Co., INc., Investment Dealers. 
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DALLas, TEx., June 9, 1955. 
Hon. JoHN J. BELL, 


House of Representatives, Washington D. C.: 


We desire to register our most strenuous objection to titles II and III of S. 2126 
which we consider to be an encrochment on private enterprise. We request that 
this protest be included in the record. 

First SoOuTHWEST CoO., 
Wane. P. SMALLWOOD. 


DALLAS, TEx., June 9, 19595. 
JOHN BELL, 


Member House of Representatives, Washington, D. C.: 

Understand S. 2126 covering revision of titles 2 and 3 housing legislation now 
under consideration in committee and I wash to register opposition to this bill 
as unnecessary and competing with private financing. Further request this 
message be made part of record in committee report. 

LOCKETT SHELTON, 
Vice President, Republic National Bank of Dallas. 


DALLAS, TEx., June 9, 1955. 

Hon. JoHN J. BELL, 

House of Representatives, Washington, D. C.: 

Re titles 2 and 3 of Senate bill 2126 I wish to firmly protest passage of subject 
bill inasmuch as I feel that this is an encroachment upon private enterprise and 
prejudices the freedom that has made us the greatest country in the world. Please 
make this protest a part of the official record. 

Respectfully submitted. 

R. J. EDWARDS, INC. 
B. H. Estes, Resident Manager. 


DALLAS, TEx., June 9, 1955. 
Hon. JOHN J. BELL, 
House of Representatives, Washington, D. C.: 

Urgently recommend defeat of S. 2126 giving undue power to Federal Gov- 
ernment and representing encroachment upon private facilities for financing im- 
provements in cities and colleges. Request this wire be made part of record 
of House Banking and Currency Committee. 

HENRY-SEAY & Co. 
W. H. Seay. 


DALLAS, Tex., June 9, 1955. 
Hon. JoHN J. BELL, 


House of Representatives, Washington, D.C.: 

We are opposed to the inclusion of titles II and III in 8. 2126 because the 2%- 
percent maximum is unrealistic in today’s money market. We request that 
this protest be included in the record. 

RosBerT F. TEMPLE, 
Manager, Bond Department, Southwestern Securities Co. 


DALLAS, TEx., June 9, 1955. 
Hon. JoHN J. BELL, 
House of Representatives, Washington, D. C.: 


As underwriters of municipal bonds, we strongly protest titles II and III of 
Senate bill 2126 which, if passed, will allow municipalities to borrow money from 
the Federal Government at interest rates which are lower than the Federal 
Government borrowing rates, and are completely unjustified in view of current 
interest rates for municipalities with populations of 10,000 or less. We request 
that this protest be made a part of the record of the committee hearings. 

DALLAS RUPE & Son, INc., 
Investment Bankers. 
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DALLAS, TEx., June 9, 1955. 
Hon. JoHn J. BELL, 


House of Representatives, Washington, D. 0.: 


As one of our Texas Representatives, we claim the privilege of expressing our 
views to you on titles II and III, Senate bill 2126, to the effect that it is an unwar- 
ranted encroachment on private enterprise therefore please include this protest 
in the record. 


R. A. UNDERWOOD & Co., INC. 


Dats, TEx., June 9, 1955. 
Hon. JoHNn J. Bett, 


House of Representatives, Washington, D.C.: 


We are very much concerned over titles II and III of S. 2126 and hereby wish 
to register our opposition as we consider this to be an unwarranted encroach- 
ment on private enterprise and request that this protest be included in the record. 


KEITH REED & Co., ING., 
By HueuH Bass. 


Datuas, TEX., June 9, 1955. 
Hon. JoHN J. BELL, 


House of Representatives, Washington, D.C.: 


We desire to register our most strenuous opposition to titles II and III of S. 
2126 which we consider to be an unwarranted encroachment on private enter- 
prise. We request that this protest be included in the record. 


Jupson §. JAMES & Co. 


Datias, TEX., June 9, 1955. 
Hon. JoHN J. BELL, 


Member of Congress, Washington, D.C.: 


We feel that titles II and III of the Housing Amendment Act of 1955 is a 
definite encroachment on private business and are opposed to such legislation and 
ask that our protest be made a part of the record. 


M. A. HaAGBERG. 


San ANTONIO, Tex., June 9, 1955. 
Hon. JoHN J. BELL, 


House of Representatives, Washington, D.C.: 


We wish to register definite disapproval of Senate bill 2126 which would 
enlarge Federal Government infringement on loans now being adequately cared 
for by the investment banking industry. 

DittMaR & Co. 


STATEMENT OF Hon. E. L. BARTLETT, DELEGATE TO UNITED STATES CONGRESS FROM 
THE TERRITORY OF ALASKA 


Mr. Barrett. The housing picture has changed very drastically in Alaska 
in the last 2 years. Construction of directly authorized military quarters in 
unforeseen large numbers has had a direct effect, naturally, in respect to private 
housing. 

The private housing projects to which I now refer are FHA insured and, 
the mortgages are owned in most, if not in all, cases by Federal National 
Mortgage Association. Private mortgage money in quantity is not, and has 
not, been available in Alaska. 

I know you will agree that the Government’s interests will be best served 
if ways can be developed for the individual units already built but not sold 
or those under construction to be sold by the sponsors to private parties in 
accordance with the originally conceived plans. As it is now, from the infor- 
mation that I have gathered, it appears that sales of the various units are 
being held up almost entirely by financial and economic considerations. 

Unlike conditions in the States, including those in the area surrounding 
Washington, D. C., for example, very substantial downpayments must be ex- 
acted by sponsors in Alaska from their purchasers. Not only are the sponsors 
unable to even waive payment of settlement charges, as appears to be the case 
in the Washington, D. C., area, but the sponsors in Alaska are required to secure 
downpayments in amounts averaging $5,000 a unit. 
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Unfortunately, the economic reaction of prospective buyers appears to be 
the same in Alaska as in the States. Purchasers seem to be as completely 
unable to make $5,000 downpayments in Alaska as they are in the States. 

In trying to find a solution to the impasse, it has been suggested to me that 
a very sensible way to cure the situation is to refinance the various projects 
in accordance with the requirements of the 1954 Housing Act. If the 1954 act 
formula was to be used and the valuations remain more or less the same, 
it would be possible for the mortgages to be increased an average of perhaps 
$2,000 a unit. If, then, the builders, as a condition to such an arrangement, 
were to be required to reduce the sales price by about $2,000, the downpayment 
required from the purchaser would need to be something less than $1,000. The 
best information that I have received from Alaska is that such a downpayment 
is entirely within the ability of prospective purchasers to pay. 

Further, if the formula of the 1954 act is used, the mortgages could be written 
for a 30-year period, thus decreasing the monthly payment to an average of per- 
haps $125 a month instead of a present average of approximately $180 a 
month. 

It appears to me that the only way the problem in Alaska can be solved is 
by means of some such plan as that set forth above. It is obvious that the 
ultimate objective, of individual ownership of the housing units built, cannot 
be secured under the present financial requirements, regardless of who attempts 
the. sale of the properties. 

In looking at the 1954 Housing Act, it develops that the FNMA authority is 
restricted to $15,000 mortgages or less. The normal language present in other 
housing acts, whereby a differential is permitted in the Territories to take care 
of the higher costs, was omitted. 

The inclusion of the following language in one of the housing acts would meet 
the problem, and it is suggested that there be added to section 302 (b) of the 
1954 act at the end thereof these words: 


‘Except that for mortgages upon properties in the Territory of Alaska, the 
original principal obligation may exceed $15,000 by not more than 50 percent 
thereof.” 


It is my understanding that the Administrator of the Housing and Home Finance 
Agency agrees that the situation is desperate and that my basic plan offers ap- 
propriate chances of success. 

With FNMA’s authority to handle the situation straightened out, I am in- 
formed that it is entirely practicable to expect that all of these troublesome 
projects can be placed on an owner-occupant basis by the end of this season. 
This plan is particularly appealing to me since it will enable the Government 
to avoid something that we all fear—a substantial number of foreclosures, with 
the Government being projected more forcefully than ever into the ownership and 
operation of individual housing. 


Xx 

















